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MAPLE LEAF FOODS INC. WILL BE AN 
ORGANIZATION THAT CONTINUOUSLY CREATES 
SUPERIOR SHAREHOLDER VALUE IN THE FOOD 

INDUSTRY, BENEFITING ALL STAKEHOLDERS. 


FINANCIAL HIGHLIGHTS 


(In millions of Canadian dollars, except per share and percentage information) 


CONSOLIDATED RESULTS 
Sales 


Earnings from Operations, 


before Unusual Items 147 103 1, 112 
Net Earnings (Loss) Tay, 23) 47 42 
Return on Net Assets Employed” 9.5% 6.2% 7.7% 7 7% 


FINANCIAL POSITION 
$ 1,148 $° 998 $ 1,073 $) 1,012 
465 395 338 298 
566 480 594 583 


Net Assets Employed) 
Shareholders’ Equity 


Total Net Borrowings 


PER SHARE 


Net Earnings (Loss) $ 0.77 $ (0:25) 3 - 035] $ 0.46 


Dividends 0.16 0.16 0.16 0.16 
Book Value 3.93 3.28 3.64 B22 
NUMBER OF SHARES (millions) 

Weighted Average 94.4 93.6 92.8 92.2 
Outstanding at December 31 95.0 94.1 — 93.0 92.3 


(i) Earnings before interest (excluding unusual items and, in 1999, one-time gains and losses on business 
dispositions) and after taxes as a percentage of net assets employed 


(i1) Total assets, less cash and non-interest bearing current liabilities 
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COMMITTED TO OUR 
STAKEHOLDERS 


AT MAPLE LEAF FOODS WE ARE LOOKING AHEAD WITH 
UNWAVERING COMMITMENT. WE HAVE MADE 
SUBSTANTIAL PROGRESS IN DEVELOPING AND EXECUTING 
OUR STRATEGIES, AND IN PURSUING OUR 
LONG-TERM GOALS — WE ARE MOVING FORWARD WITH 
THE DRIVE OF LEADERSHIP EDGE, THE 
DISCIPLINE OF SIX SIGMA AND THE DIRECTION 
OF OUR CORE 7 STRATEGIC PRINCIPLES. 


BUILDING ON STRENGTH OuR PROGRESS REPORT 


MEAT PRODUCTS BAKERY PRODUCTS AGRIBUSINESS DRIVE DISCIPLINE DIRECTION 
as GROUP GROUP [ LEADERSHIP EDGE] [Srx SIGMA ] [Core 7 STRATEGIC PRINCIPLES ] 
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MAPLE LEAF FOODS 
INTERNATIONAL 


COMMITTED TO OUR 
STAKEHOLDERS 


AT MAPLE LEAF FOODS WE ARE LOOKING AHEAD WITH 
UNWAVERING COMMITMENT. WE HAVE MADE 
SUBSTANTIAL PROGRESS IN DEVELOPING AND EXECUTING 
OuR STRATEGIES, AND IN PURSUING OUR 
LONG-TERM GOALS — WE ARE MOVING FORWARD WITH 
THE DRIVE OF LEADERSHIP EDGE, THE 
DISCIPLINE OF SIX SIGMA AND THE DIRECTION 
OF OUR CORE 7 STRATEGIC PRINCIPLES. 


WE ATTRACT, DEVELOP, 
MOTIVATE AND REWARD TOP 
PERFORMING PEOPLE 


OurR LEADERSHIP EDGE CORE VALUES: 


OuR LEADERSHIP. EDGE 


RESULTS 


¢ 

f WHO: ANGELA FEBBRARO 

y CUSTOMER SERVICE 

if MANAGER | 

y MAPLE LEAF CONSUMER 
FOODS 


WHAT: — LEADERSHIP HIRING 
PROGRAM 


RESULT: CONTINUOUSLY 
IMPROVE 


V 


“The Leadership Hiring Program has proven to be 
an 5° AL tool to find and retain high 
performance talent. If | recruit the right person for — 
the right job, not only will the employee ENJOY 
SUCCESS but ultimately so will the Company.” 


MAPLE LEAF FOODS IS CREATING THE LEADERSHIP EDGE: 


° BY ATTRACTING, DEVELOP- e BY INVESTING IN LEADER- - e BY RAISING THE BAR: e¢ BY PRACTICING AND 


ING, MOTIVATING AND SHIP VALUES FORCED RANKING . SELLING OUR LEADERSHIP. 
REWARDING TOP PERFOR- DEVELOPMENT ; VALUES 
ANICE PEOPIE e BY SEEDING THE ORGANI- 
e BY INVESTINGUN LEADER- ZATION WITH TOP OF 
¢ BY COLLECTING EXPERI- SHIP SKILLS DEVELOPMENT CLASS GRADUATES, 
ENCES FOR INDIVIDUALS FUTURE LEADERS 


© BY REGULAR REVIEW OF 
THE TALENT. POOL 


WHO: SCOTT SARTISSON 
GENERAL MANAGER 
MAPLE LEAF RASSAU GmbH 
HAMBURG, GERMANY 


WHAT: LEADERSHIP ACADEMY 
TRAINING PROGRAM 
(“FOUNDATIONS”) 


RESULT: HAVING A BIAS 
FOR ACTION 


U 


“Foundations was more than just 5!'/2 days of intense 
learning and interaction with an outstanding group of 


leaders. Foundations set the tone for where Maple Leaf 


is going long term — FASTER, HIGHER, 
STRONGER - with a focus on our greatest 


asset — our people.” 


MAPLE LEAF FOODS LEADERSHIP ACADEMY 


MISSION: OBJECTIVES: 

e THE MAPLE LEAF FOODS e TO DEVELOP A STRONG e TO BUILD EQUITY IN THE e TO FOCUS ON 
LEADERSHIP ACADEMY AND COMMON VALUES- MAPLE LEAF LEADERSHIP DEVELOPMENT OF THE 
WILL BECOME A PLACE BASED CULTURE EDGE BRAND - A COMPETENCIES THAT WE 
THAT SYMBOLIZES OUR STRONG ELEMENT OF NEED TO ACHIEVE OUR 
COMMITMENT TO OUR EMPLOYEE VALUE MISSION AND EXECUTE 
LEADERSHIP ; PROPOSITION OUR STRATEGIES 


DEVELOPMENT AND 
BUSINESS LEARNING 


WE LIVE, BREATHE, EMBRACE, 
AND EXECUTE SIX SIGMA AS PART 
OF OUR DAILY ROUTINE 


THE FOUR DIMENSIONS OF SIX SIGMA 


In 2000 we began what is an 
ongoing journey. In starting this 
journey, our overriding focus has 
been on achieving both tangible, 
practical early wins, while also learn- 
ing and building for the long run. 
Here are some things we’ve learned 


and how we will build on these: 


1. Six Sigma creates a universal 
language. The rigorous applica- 
tion of Six Sigma’s methodolo- 
gies and tools builds a common 
language that builds cohesion 
across groups, departments, and 
businesses. 

e We’re increasing our efforts to 
involve more people, faster, in 


the basic grammar and vocabu- 


i) 


o%) 


lary of this new language 


through project work, face-to- 


face training and coaching, and 


new technologies. 


. Variability is not a problem 


but an opportunity. We’re 
seeing how the tools in the Szx 
Sigma tool box help us to not 


only reduce important control- 


lable variation, but to neutralize 


variation we can’t control. 
We’re using early wins to help 


managers understand how to 


see advantage in measuring and 


managing variation. 


. A process is a process is a 


process. A scientific approach 


has benefits on both the manu 


facturing and transactional sides 


of the business. As we move 


forward we’re deliberately 


ensuring we reap benefits in all 
aspects of the business. 


1 1 


. It takes leadership. This last 


point is not new learning, but a 
confirmation of something we 


ut 


were pretty sure of: with 


leadership and leaders, Szx 


Sigma won’t take a company to 
new levels of performance. 


We’re continuing to integrate 


Leadership Edge with Six 
Sigma and making a working 


| 


know ledge of Six Sigma 


philosophy, metrics, methox 
OlOg1esS, ANG TOOLS KC\ 

} ] 

future leadership position in 


the Company 


OuR SIX SIGMA 


RESULTS 


WHO: GARTH BAXTER 

CHAMPION, SIX SIGMA 
MAPLE LEAF FOODS 
INTERNATIONAL 


WHAT: - JAPAN PORK SPECIFICATION 
PROJECT 


RESULT: CUSTOMER SATISFACTION! 


Y 


“The power and discipline of our Six Sigma tools are 


beginning to contribute tremendous value, ensuring clarity 


of requirements and a crisp focus on strategy. The REAL. 
VALUE is the ability of using our own people to tear 
apart a process, improve it and then reconnect the people | 


back together through a common language.” 


JAPANESE PORK PROJECT: ’ 


© IN MARGH OF 2000, MAPLE LEAF e SIX SIGMA BROUGHT FOCUS e THE OUTCOME HAS BEEN A GIANT 


FOODS INTERNATIONAL BEGAN THE TO CAPTURING THE “CUSTOMER'S” - LEAP FORWARD IN OUR ABILITY TQ 

TASK OF CREATING DETAILED SPECIFI- VOICE” — WHAT THEY. REALLY OBJECTIVELY MEASURE PORK QUALITY; 

CATIONS FOR OUR CUSTOMERS WANT — TRANSLATING THIS VOICE AND BY BEING EXTERNALLY FOCUSED 
INTO A MEASURABLE PRODUCT . AND CONSUMER DRIVEN WE HAVE 


THE FIRST PROJECT TO INVOLVE MAPLE 
LEAF BUSINESSES (MAPLE LEAF FOODS 
INTERNATIONAL AND MAPLE LEAF 
PORK) AND OUR ‘CUSTOMERS 
DIRECTLY 


CHARACTERISTIC STRENGTHENED OUR BUSINESS 
RELATIONSHIPS 


WHO: KERRY OLIVER 
BLACK BELT — SIX SIGMA 
MAPLE LEAF POULTRY 


WHAT: — SIX SIGMA MEASUREMENT 
PROGRAM 


RESULT: IMPROVED PRODUCTIVITY 


v 


“Six Sigma’s disciplined approach to process 


improvement is having a REMARKABLE 
IMPACT on both our people and business 


results. Completed projects have demonstrated 


to managers and front line operators alike the 
power of CUSTOMER FOCUSED 


measurement and analysis.” 


BONELESS THIGH DEBONING AND SKINNER PROCESS 


PROCESS IN QUESTION: TOOLS AND INSIGHTS: BENEFITS: 
CHICKEN THIGH PROCESSING THE DESIGN OF EXPERIMENT ENABLED IMPROVED YIELDS FROM THE SKINNER 
US TO IDENTIFY THE CRITICAL AND DEBONER PROCESS 


ELEMENTS THAT HAD THE GREATEST 
IMPACT ON THE PROCESS 


DIRECTION: 


WE CONTINUALLY IMPROVE OUR 
COMPETITIVE POSITIONING BY 
EVOLVING AND EXECUTING AGAINST 
eT eCORE 7 STRATEGIC PRINCIPLES 


OuR CORE 7 STRATEGIC PRINCIPLES 


Everything we do at Maple Leaf Working with these principles as a aligned with the business strat 


Foods is guided by our Core 7 solid foundation, we develop gies. To varying degrees, th 
Strategic Principles. These derive detailed business strategies for business strategy of one operati 
from our strong belief that the each of our operations. These are overlaps with those of other 

strength of our people, market tested for internal consistency ations. [his is most particular 


leadership, brand equity, customer across our business units and the ca 


L© OL I l I 
satisfaction low est cost produc- against the Core ve Strategic Prin Meat |] CTS 
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tion, continuous improvement ciples. Management then prepares Agribusiness Group, where 
and global thinking are critical to annual budgets which are closely all participate in our Verti 


Z a : ay 2 
Our current and future success. Woordination Dusiness 


OuR CORE 7 PRINCIPLES 


RESULTS 


WHO: — JUN ITO 


WHAT: 


JAPAN TECHNICAL DIRECTOR 
VERTICAL COORDINATION 


RESULT: BE EXTERNALLY FOCUSED 


“Our vertical coordination strategy better aligns the 


links in the pork and poultry value chains, from 


genetics and animal nutrition through processing, 
IMPROVING RESPONSIVENESS to 


consumer needs, enhancing traceability and allowing 


us to better manage earnings volatility.” 


CREATING CUSTOMER VALUE AND BUILDING GLOBAL BRAND LEADERSHIP THROUGH VERTICAL COORDINATION 


TO GUIDE OUR GLOBAL BUSINESS 
FOCUS IN THE 21ST CENTURY — 
ILLUMINATING A PATH TO GLOBAL 
CATEGORY LEADERSHIP WE LAUNCHED 
OUR ALTERNATIVE BUSINESS MODEL, 
“VERTICAL COORDINATION”: VERTICAL 
COORDINATION IS THE PROCESS OF 
ENHANCING ECONOMIC VALUE; IN THIS 


INSTANCE, BY MORE. CLOSELY ALIGNING 
LINKS IN THE PORK VALUE CHAIN 
THROUGH SHARED STRATEGIC VISION, 
LONG-TERM CONTRACTS, ECONOMIC 
TRANSFER AND WELL-DEFINED 
PARTNERSHIPS. WE ARE CONFIDENT 


_ THAT THIS BUSINESS MODEL REPRESENTS 


A SUPERIOR APPROACH. 


Processing 


=i Full ownership , 
== Partnership, some partial ownership 
4 Significant external sales/business focus 


WHO: SUSAN RYBA 
SENIOR DIRECTOR OF MARKETING 
MAPLE LEAF BAKERY, U.S.A. 


WHAT: FOCUS ON MARKETS 
AND CATEGORIES WHERE 
WE CAN LEAD 


RESULT: BEING PERFORMANCE 
DRIVEN 


v 


“It’s an exciting time at Maple Leaf Bakery! With the 
continued growth of par-baked sales in the U.S., 
consumers are expecting HIGH QUALITY, fresh 
baked breads and rolls at their grocers’ in-store bakeries. 
We continue to be the leading manufacturer utilizing the 


LATEST TECHNOLOGY, while offering our 


customers marketing solutions for increased sales.” 


MAPLE LEAF BAKERY: FOCUS ON MARKETS AND CATEGORIES WHERE WE CAN LEAD 


MISSION: OBJECTIVES: 

¢ TO BECOME THE LEADING PAR- ¢ TO PROVIDE INNOVATIVE PRODUCT e TO DEVELOP LASTING PARTNERSHIPS 
BAKED BREAD, ROLL AND BAGEL SOLUTIONS AND SERVICES, WITH OUR CUSTOMERS BY 
MANUFACTURER IN NORTH OFFERING CONSISTENT QUALITY OFFERING SUPERIOR PRODUCTS 


AMERICA PRODUCTS TO OUR CUSTOMERS ALONG WITH TAILORED MARKETING 
i PROGRAMS 


- OUR BRANDS 


PROVIDE OUR CUSTOMERS WITH 
THE BEST. BRANDS EVER! 


At Maple Leaf Foods our brands 
are more than just a name under 
which we sell our products. They 
are our consumer trust marks. The 
Maple Leaf brand first appeared 
more than 100 years ago in 
1898. Over the next century, the 
Maple Leaf brand has come to 
stand for quality, freshness and 
value to consumers. 


Building strong national brands 
such as Maple Leaf, Prime and 
Dempster’s, and supporting them 
with well-recognized, popular 
local brands like Burns, 
McGavins, La Belle Fermiére and 
Sunrise, is fundamental to our 
core business strategy. 


Our strategy is to have fewer, 
stronger brands. As laid out in our 
Core 7 Strategic Principles, we 


focus on brands and categories 
where we can take a leadership 
position. In every sector of our 
business we focus on leadership 
and brand development. 


In the Meat Products Group, Maple 
leaf Consumer Foods markets 
leading products under the Maple 
Leaf brand that are recognized 
favourites with consumers such as 
Lean’n Lite sliced meats, Ready 
Crisp bacon, Top Dogs wieners 
and Klik luncheon meats. 


Maple Leaf Poultry is responsible 
for building and marketing Maple 
Leaf Prime poultry products. The 
market share of Maple Leaf Prime 
products continues to increase 
with the development of innova- 
tive, value-added products. 


In the Bakery Products Group, 


‘innovation and industry leadership 


- In the Agribusiness Group, Shur- 


combine to create Canada’s 


In 2000, Maple Leaf Pork intro- 
duced Medallion Pork, a line of 
flavourful, easy to prepare, mois-: 
ture enhanced pork products. 


Canada Bread, one of Canada’s 
leading bakery businesses, was 
recognized by Food in Canada 
Magazine as Food Processor of 
the Year for 2000 based on its 


in developing strong national j 
brands like Dempster’s. 


Gain and Landmark Feeds 


largest animal feed and nutrition 
business. Shur-Gain and Landmark 
branded livestock feeds have been 
trusted by producers for decades. 


In the past few years, Shur-Gain 


OUR INNOVATIVE PRODUCT LINE 


‘© TOP DOGS SINGLES e READY CRISP BACON e MEDALLION LEAN PORK e CANINE PLUS 


e DEMPSTER’S WHOLE e FELINE PLUS 


GRAINS 


© OLIVIER! FRESH PASTA AND 
SAUCES 


MAPLE LEAF PRIME 


TENDERFLAKE 
° SHUR-GAIN COMPLETE e BITTNER’S 


FEEDS 


has entered the consumer market 
with its Canine Plus and Feline Plus 
branded pet foods. 


Innovation 

What goes in to building a suc- 
cessful brand? At Maple Leaf 
Foods we consider innovation one 
of the single most important factors 
in building and maintaining a suc- 
cessful brand. A brand can be 
well recognized, however, if over 
time that brand does not continue 
to offer value to consumers it will 
soon be eclipsed in the market. 


At Maple Leaf Foods, we strive to 
make innovation part of every- 
thing we do. And, ultimately 
everything we do focuses on the 
customer and delivering the 
quality, value-added products con- 
sumers around the world want. 


Innovation takes many forms and 
applies to every area of the busi- 
ness. Our vertical coordination 
strategy is an innovative approach 
to managing the pork value chain 
that is focused on delivering 
global customers. 


We embrace innovative technol- 
ogy and production processes 
such as our FLAV-R-LOK poultry 
processing process that is used to 
produce our Prime poultry. 


In our bakery business, we have 
become leaders in utilizing par- 
bake technology to introduce new, 
value-added products such as 
Dempster’s hot and crusty breads, 
for both retail consumers, and for 
our in-store bakery customers. 


We use research to gain insight into 
consumers’ health concerns and 


~ lifestyles to develop new products, 


such as Lean’n Lite sliced meats for 
those who want great taste with less 
fat, Top Dogs wieners to provide a 
more nutritionally enhanced hot 
dog, convenient Ready Crisp 
microwaveable bacon, and 
Dempster’s Whole Grains that meet 
increased demand for nutritious 
whole grain products. 


We've also brought innovation to 
packaging. Looking at convenient 
products that suit busy lifestyles 
we introduced Top Dogs Singles. 


Unwavering commitment to inno- 
vation and brand development 
will help keep Maple Leaf Foods 
at the leading edge. 


% 
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“YOUR COMPANY-IS STRONGLY POSITIONED TO bg 


- CAPITALIZE ON: MANY EXCITING EMERGING. TRE, 1) ONS 


TERM.OPPORTUNIT THE GLOBAL FOOD-INDUSTRY.” ~ 


G. WALLACE F. McCAIN 
\ CHAIRMAN - 


\ 


Stirosb OAR D OF DIRECTORS 


MICHAEL MCCAIN 


LLLACE MCCAIN 


Maple Leaf Foods is at an 
important turning point in its 
development. After almost six 
years of significant investing, the 


harvesting of rewards lies ahead. 


The investment that has been 
made since 1995 in repositioning 
the Company for the future goes 
well beyond the $1.1 billion 
invested in new plants and equip- 
ment, strategic acquisitions and 
information technology. It also 
includes the enormous human and 
intellectual investment involved in 
restructuring out-of-date opera- 
tions, building new business 
competencies, addressing uncom- 
petitive labour contracts, 
integrating business acquisitions, 
starting up new plants, building 
Leadership programs to strengthen 
and build management capability, 


implementing Six Sigma and 


researching and developing busi- 


Scott McCAIN 


Bos HILLER 


GorD RITCHIE 


JEFFREY GANDZ 


ness strategies. All of these invest- 
ments have negatively impacted. 


short-term financial results. 


The rewards from these invest- 
ments will positively impact future 
financial results. Some of 'the 
rewards will be more immediate 
and obvious than others. Moving 
the Brandon fresh pork facility 
from last year’s start-up operating 
loss mode to its single-shift profit 
potential, and then moving to two- 
shift operation, will produce large 
returns. Synergies realized from 
the Company’s recent strategic 
acquisitions will also be significant. 
The Bakery operations have signifi- 
cant upside earnings potential, 
particularly the leading-edge U.S. 
par-bake operation that was only 
started a few years ago. Other 
rewards will not be as separately 
identifiable and will be realized 


over longer periods of time. 


Bos STEWART Jim HANKINSON 


DON LOADMAN TED NEWALL 


These include the Company’s 
many Leadership Edge and Six 
Sigma initiatives, and implementa- 
tion of business strategies such as 


Vertical Coordination. 


I would like to thank the 
Company’s Board of Directors 
for their continuing interest and 
hard work. Given the Company’s 
extremely active agenda, it was 

a particularly active year for 


the Board. 


Finally, I would like to thank my 
fellow shareholders for their 
support. The road to success is 
rarely straight. We have had to 
navigate our share of curves in the 
road. But today, unlike six years 
ago, we have world-class assets, 
competitively-superior business 
strategies and an outstanding 


management team. The future 


is bright. 


PURDY CRAWFORD 


JEAN-CLAUDE 
DELORME 


MICHAEL H. MCCAIN 
PRESIDENT AND CHIEF EXECUTIVE OFFICER 


FELLOW SHAREHOLDERS 


THE MAPLE LEAF FOODS MANAGEMENT TEAM IS COMMITTED 
TO A VISION OF BECOMING A GLOBAL LEADER IN THE 
PORK AND POULTRY VALUE CHAINS, AND A NORTH AMERICAN 
LEADER IN THE BAKERY BUSINESS 


Summarizing our performance for to $0.34, negatively impacting delivered, showing a $10.7 
2000 — it was a pivotal year strate- our trend line of improvement million improvement in operat- 
gically, although we are ing earnings to $20.4 million 


: ; ; e Operating cash flow was 
disappointed in the short-term 
z $32.1 million e Share price declined 44% year- 
financial results and have taken sig- 
over-year compared to a peer 


nificant corrective action where e Average net assets employed 
; = group increase of 21% 
appropriate. grew by 22% to $1.3 billion; 

e Sales grew by 12% to $3.9 however, return on net assets Not a pretty picture. But, short- 
billion, reflecting a massive declined to 5.4% for the year term financial disappointments 
growth of 48% in sales from our only have merit to the extent the 

e The Brandon fresh pork process- 
pork business underlying causes are not under- 


ing facility came through a 
c : ; stood or acted upon. In this case, 
e Earnings from operations challenging start-up phase 


Ae fully 74% of the decline in operat- 
decreased by 34% to $90 million 


e Continued turnaround in results ing earnings for the year can be 


e Earnings per share decreased 55% from the bakery business were accounted for by a single factor — 


MAPLE LEAF MEATHEADS 
SHUR-GAIN FEED MILL 
& LAUNCH OF A NEW VALUE- 
GRAND OPENING OF THE SHUR-GAIN 
ADDED INSTANT PRODUCT, 
250,000 TONNE STATE-OF-THE-ART 

“MAPLE LEAF MEATHEADS” 
SWINE AND POULTRY COMPLETE FEED 
AVAILABLE IN FOUR DIFFERENT 
MILL AT ST. Mary’sS, ONTARIO. 
ELAVOURS. 


RICHARD A. LAN 
CHIEF OPERATING OFFICER 
BAKERY PRODUCTS GROUP 


the direct costs (indirect costs are 
in addition) associated with the 
start-up of the largest single 
project in the Company’s 


history. ..the Brandon plant. 


We have a responsibility for ensuring 
sound strategy and precise execu- 
tion. Brandon, we are convinced, is 
an exceptional facility located in just 
the right spot. Over time, it will be 
the bellwether against which the 
rest of the global industry is bench- 
marked. The strategy behind the 
investment is more than sound — it 
will be our Edge. While one can 
always find retroactive fault with 
the execution, the fact is our 

small team has been acclaimed 
within the industry for getting 

the facility up the start-up curve 


as quickly as it did. 


Notwithstanding the disappointing 
short-term financial performance, 
we have clarified the vision for 
your Company and demonstrated 
an unwavering commitment to 
building the fundamentals — Drive, 
Discipline and Direction — 


required to realize this vision. We 


J. ScoTr McCAIN 
CHIEF OPERATING OFFICER 
AGRIBUSINESS GROUP 


believe the future to create signifi- 


cant shareholder value is bright. 


The Brandon Investment 

As Brandon is such a significant 
component of the current and - 
future performance of your invest- 
ment, special attention is being 
paid to the root causes for the 
operating shortfalls in 2000, the 
corrective actions, and the strategic 


positioning of the assets. 


We have never lost sight of the fact 
that the Brandon plant was con- 
ceived as the Company’s flagship 
investment to create global com- 
petitiveness in our Canadian pork 
business. The location is ideally 
suited to take advantage of the 
world’s best quality, lowest cost 
and highest growth supply of live 
hogs. There is a world-class supply 
infrastructure in place, and access 
to a stable labour pool. The capac- 
ity was “net neutral” to Maple 
Leaf Foods, given our plan to shut 
down primary processing opera- 
tions in two other western 
Canadian facilities. Quality and 
cost savings justified the original 
business case for the first shift. The 


second shift will be brought on 


Tom P. Muir 
CHIEF FINANCIAL OFFICER 


stream by year 2003 and driven by 
hog supply growth, our direct 
leverage over which was enhanced 
by the acquisition of The Land- 
mark Group in late 1999 and 
execution of our Vertical Coordi- 
nation strategy. The end game is to 
make Maple Leaf Foods the 
premier supplier for high quality 
pork products in a rapidly expand- 
ing world market. None of this 


has changed! 


What was the root cause of burden- 
some high start-up costs? There 
were four factors contributing to 
this. First: mechanical performance 
of the factory. On this front, as was 
reported last year at this time, the 
plant has performed well from the 
outset — a good news story. Sec- 
ondly: the supply of live hogs. 
While we initially accelerated pro- 
duction rates on an aggressive 
schedule, it was not without paying 
an uneconomic price for livestock. 
We were compelled to revert back 
to a more natural pace of supply 
growth. It was not until late in the 
year that weekly numbers exceeded 
40,000 hogs per week and it won’t 


be until sometime in 2001 that we 


USING WHITE MEAT ONLY AND THEN 
GIVEN A LIGHT COAT OF BATTER. 
WITH FRIES THIS PRODUCT WILL SERVE 


CAPE GOURMET 
Cop & CHIPrs 


THIS PREMIUM PRODUCT IS MADE 


A FAMILY OF FOUR IN 20 MINUTES. 


ree 


— 


ROTHSAY RENDERING 

IS ONE OF CANADA’S LARGEST 
RENDERERS INVOLVED IN 
RECYCLING ANIMAL WASTE AND 


FOOD BY-PRODUCTS. 
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expect to reach 45,000 first shift 
capacity. Thirdly, significant people 
and management issues emerged as 
production rates hit each new 
plateau. The primary symptom was 
plant employee turnover rates and 
absenteeism. The impact that these 
two factors have on short-term per- 
formance in a start-up phase is con- 
siderable. Managerial changes were 
made and programs put in place to 
deal with these issues, which are 
now coming under control. Finally, 
and most significantly, is the overall 
sales return (average price) 
achieved from product sold out of 
the facility. Sales return is a func- 
tion of product mix, customer mix, 
geographic mix, distribution 
channel mix, and selling price. It is 
extremely difficult to optimize the 
overall result of sales return in the 
early, developmental phase of a 
facility of this scale and we did not 
have adequate organizational 
selling capacity to accommodate 
the massive immediate 32% 
increase in volume of pork pro- 
duced. We have enhanced our 
managerial capabilities in this area 
to ensure this will not be the case 
going forward and your Company 


will be stronger for it. 


Looking back, while other leading 


companies in the industry have 


experienced similar or more diffi- 
cult start-up phases of comparably 
sized operations in primary meat 
processing, their larger sized orga- 
nizations have had a greater ability 


to buffer the short-term effects. 


Going forward, our strategy is 
sound, the asset is exceptional, and 
the operations are coming into line 
as we head into 2001. The current 
management focus is on selling, 
performance and sales organization 
under a new leadership team at 
Maple Leaf Pork. We expect 
Brandon to emerge into profitable 


performance sometime in 2001. 


Our Vision 

The Maple Leaf Foods manage- 
ment team is committed to a vision 
of becoming a global leader in the 
pork and poultry value chains, and 
a North American leader in the 
bakery business. What is a value 
chain? It is the full spectrum of 
business in producing an animal 
protein product, from nutrition, 
requirements to farm operations; 
all the way through primary, value- 
added, and by-product processing, 
all in order to meet the needs of as 
many customers as possible around 
the world. Some call this — from 
farm to fork! What is there in 
common between our protein 


value chain business and bakery? 


Little in a product sense, nor does 
there have to be. What 7s common 
is leadership, management 
processes, and core operating 
strategies, all of which provide solid 


levels of synergy. 


In 1999, we outlined our Three 
Pillars For Performance in execut- 
ing this vision. During 2000, one 
of our most important accomplish- 
ments is the fact that we 
maintained — in the face of near- 
term pressure — an unwavering 
commitment to these foundation 
building initiatives in the Drive 
of the Leadership Edge, the 
Discipline of Six Sigma, and the 
Direction of our Core 7 Strategic 


Principles. 


A Long List of Operating 
Accomplishments 

We made significant forward 
progress in almost every business 
in the groups. Each group is fully 
aligned around either our Vertical 
Coordination strategy in animal 
proteins or our North American 


bakery strategy. 


The Meat Products Group was 
mostly influenced by the effects, 
direct and indirect, of the Brandon 
start-up. Additionally, rising live 
hog costs put pressure on primary 


processing margins for Maple Leaf 


UNBLEACHED BREAD TV SPOT 
DEMPSTER’S WAS THE FIRST COM- 
MERCIAL BAKERY TO SWITCH TO 
THE NATURAL WHITENING PROCESS, 
USING ONLY 100% NATURALLY 
UNBLEACHED FLOUR IN ALL THEIR 
WHITE BREAD PRODUCTS. 


ELITE SWINE INC. 
AN IMPORTANT INITIA- 
TIVE DURING 2000 


WAS THE SUCCESSFUL 
LAUNCH OF A WESTERN 
SIGNATURE™ PORK 
PROGRAM. 


Pork, resulting in higher raw © 
material costs for Maple Leaf 
Consumer Foods which experi- 
enced margin pressure as well. The 
Maple Leaf Consumer Foods man- 
ufacturing re-alignment project 
was completed’ on budget and 
several exciting new product initia- 
tives were launched in the year, 
including a new line of meat 
snacks called Meatheads. In May 
2000, the Company completed the 
acquisition of Hub Meat Packers 
Ltd., the largest processed meat 
supplier in Atlantic Canada. An 
excellent team of managers and 
well-established portfolio of brands 
was added to the Meat Products 
Group. Maple Leaf Poultry con- 
tinued to grow the Maple Leaf 
Prime brand of value-added 
poultry products, with sales 
growing by 27% to $197 million. 
Maple Leaf Foods has and will 
continue to develop a leading 
competency around the marketing 
of branded fresh meat products, 
which can be leveraged in multiple 
segments. Maple Leaf Foods 
International has been able to 
position both the Burlington and 
Brandon primary processing plants 
as the two premier facilities in 
North America for Asian markets. 
Maple Leaf Poultry and Maple 
Leaf Foods International were the 


two initial adopters of our Six 


Sigma processes and have had 
tremendous early successes. Early 
in 2001, Maple Leaf Pork 
announced the acquisition of the 
fresh pork operations of Schneider 
Corporation, located in Manitoba. 
This acquisition will strengthen 


our overall position in the western 


_ Canada pork industry. Both Maple 


Leaf Pork and Maple Leaf Con- 
sumer Foods are developing 
substantial growth opportunities in 
the U.S. market for fresh and 


value-added meat products. 


Substantial performance improve- 
ment was experienced throughout 
our Bakery Products Group. 
Earnings from operations increased 
by $10.7 million to $20.4 million, 
57% of which came from Maple 
Leaf Bakery and 43% from 
Canada Bread. Maple Leaf Bakery 
had positive operating earnings for 
the first time in its developmental 
lifecycle. Sales and capacity utiliza- 
tion continue to rapidly expand, 
with margins expanding concur- 
rently. We fully expect this trend 
line to continue at Maple Leaf 
Bakery as our position as the 
leading in-store par-baked bread 
company in America begins to reap 
substantial rewards. We are #1 in 
this high growth segment of the 
market! Early in 2001, the largest 


retailer in the United States chose 


Maple Leaf Bakery “Supplier of 
The Year”, a tribute to each and 
every person in that organization 
who contributed to the success of 
getting Maple Leaf Bakery to 
where it is. Canada Bread made 
similar strides forward in the per- 
formance of its business. Supply 
chain execution (delivering the 
best quality fresh bread on the 
market with outstanding consis- 
tency and efficiency) improved 
markedly in 2000 and necessary 
price advances were made. New 
product activity has gained 
momentum at Canada Bread, 
highlighted by the launch of . 
Dempster’s Originals — made with 
unbleached flour and the only 
leading brand of white bread that 
is a daily source of fibre. Driven by 
a desire to unite Canada Bread and 
Multi-Marques, 25% owned by 
Canada Bread, into a single, 
focused national bakery company, 
in early 2001 Canada Bread 
announced an agreement to 
acquire the remaining 75% of 


Multi-Marques. 


The Agribusiness Group demon- 
strated steady and stable perform- 
ance in 2000, with operating 
earnings growing 14% to $80.9 
million. A full year of earnings 
from Landmark Feeds and Elite 


Swine contributed to this 


Hus MEAT PACKERS LTD. 


RB 


THE ACQUISITION OF HUB 
MEAT PACKERS LTD. WILL 
STRENGTHEN OUR NORTH 
AMERICAN COMPETITIVENESS. 


LANDMARK FEEDs INC. 
ACQUIRED MSA TERMINALS 
IN ABBOTSFORD, B.C. — ITS 
FIRST OPERATION IN B.C. 
AND GAVE US A CANADA- 
WIDE PRESENCE IN THE 
ANIMAL FEED BUSINESS. 
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improvement, as well as the cycli- 
cally offsetting benefit of higher 
hog prices. Another record year 
was recorded in the Shur-Gain 
organization and progress was 
made capturing synergies available 
between the Shur-Gain and Land- 
mark organizations. Nutrition 
technology and customer care are 
the basic competitive advantages of 
these organizations, and we are 
taking steps to more aggressively 
commercialize the advances in 
nutrition technology that are con- 
stantly being generated through 
our extensive research initiatives. 
Additionally, the Shur-Gain organi- 
zation is moving rapidly into the 
e-commerce world with the deliv- 
ery of nutrition technology to the 
marketplace via the Internet. 
Overall, Shur-Gain and Landmark 
are capturing full benefits of the 
Maple Leaf Foods Vertical Coordi- 
nation strategy. Elite Swine was in 
rapid growth mode in 2000, a 
pattern that is expected to con- 
tinue. During the year, production 
assets were established for an addi- 
tional 19,200 sows bringing total 
sows under management to 
73,460. Our business plan calls for 
adding another 26,700 sows in 
2001. Finally, Rothsay Rendering 


experienced a difficult commodity 


year as it faced both declining 
values for finished products on the 
world markets, as well as escalating 
energy costs, which is one of its 


key cost components. 


The Quest for a 

Leadership Edge 

Competitive Edge Through Leader- 
ship; Leaders With Competitive 
Edge. Putting this most fundamen- 
tal strategy in action was evident 
throughout the. Company in 2000, 
as it will be for years to come. 
Management “Topgrading” 
processes were enhanced and 
implemented in every business. 
Career development plans and 
assessments were actively managed 
throughout the year. Our Leader- 
ship Hiring process is already 
resulting in better selection deci- 
sions. Our Management Trainee 
program continues to attract the 
best and brightest. The Maple Leaf 
Leadership Academy was launched 
with tremendous results. Over 340 
key managers spent a full week at 
the Academy on our Foundations 
Program with teaching participa- 
tion from many of our most senior 
executives. Including Six Sigma 
development, over 3,660 manage- 
ment days were invested in 
education at Maple Leaf Foods on 


multiple programs during the year. 


Again, we expect this investment 


pace to be ongoing. 


The culture of Maple Leaf Foods 
is being widely recognized in the 
marketplace. It is being acclaimed 
as a great place to be for the right 
type of person — values based; 
results oriented; high performance 
ethic. Our organization treasures 
speed and agility, with a factual 
precision and perfection defined 
only by Six Sigma. We continue to 
teach and preach our leadership 
values as the path to success in cre- 
ating shareholder value. Leadership 
Edge is the ultimate brand we 


stand for as an organization. 


Six Sigma — A Source of 
Competitive Advantage 

We started down the path of Six 
Sigma mid-way through 1999. It 
began as a commitment. The 
deeper we immerse ourselves into 
the power of the process, the more 
it evolves from a commitment to a 
passion. We believe that Six Sigma 
will be, in concert with the Lead- 
ership Edge, the single greatest 
source of competitive advantage 
for Maple Leaf Foods. During 
2000, we began staffing the 
process with highly capable 
resources. By the end of the year 


we had a Corporate Leader, two 


AQUACULTURE 
SMOLT TANK 


THE SHUR-GAIN 
AQUACULTURE FARM IS 
ANOTHER EXAMPLE OF 
THE LEADERSHIP EDGE 
PROGRAM IN ACTION. 


FELINE PLuS 

FELINE PLUS IS A SCIENTIFICALLY 
FORMULATED LINE OF SUPER PREMIUM 
FOOD PREPARED WITH FRESH 
INGREDIENTS, NATURALLY PRESERVED 
WITH VITAMIN E AND FORTIFIED WITH 
ADDITIONAL VITAMINS AND MINERALS. 


full-time operating champions, and 
15 Black Belts or Project Leaders. 
Additionally, we have trained 322 
Green Belts (part-time practition- 
ers) in the process. By the end of 
2001, we expect the total comple- 
ment of Six Sigma dedicated 
resources to exceed 40 people. A 
typical Six Sigma project uses the 
project management methodology 
and statistical analytical tools to 
find “high performance” solutions 
to any number of business oppor- 
tunities. For example, Maple Leaf 
Poultry was able to statistically 

- prove that altering the process set- 
tings and procedures would 
increase the thigh skinner and 

_ deboning first-time yields from 
60-70% to over 95% saving over 
$300,000 per year on this single 
project. Maple Leaf Consumer 
Foods is focused on process yields 
in major facilities using Six Sigma 
to reach new performance highs, 
and Maple Leaf Foods Interna- 
tional is concentrating its Six 
Sigma resources on enhanced effi- 
ciency of the “factory” in 
International trading — the order 
management systems and processes 
as well as working with Maple Leaf 
Pork in better understanding and 


defining the voice of the customer 


for Japan pork products. Overall at 


year end, we had over 50 major Six 
Sigma projects in progress and 
expect this number to grow rapidly 
along with the number of Black 


Belts brought in to the process. 


Vertical Coordination — 
Complex Strategy Made Simple 
Never in the history of the 
Company, has more effort been 
put into a single business strategy: 
— both analytically and in execu- 
tion — than Vertical Coordination. 
While the Core 7 Strategic Princi- 
ples serve as enablers for our 
business strategy development, 
Vertical Coordination és our busi- 
ness strategy for the pork and 
poultry value chains. Through the 
first half of 2000, the focus of 
effort was on the underlying ana- 
lytics. In the face of rapid growth 
of vertical integration in the 
United States, what was the Maple 
Leaf Foods response going to be? 
What was our business model 
going to look like? Where would 
we create our competitive advan- 
tage? These were all questions that 
needed to be and were addressed 
in our strategic development. 
While this is a very, very complex 
transition — actually revolution — 
that the industry is undergoing, 


we can boil down the Company’s 


direction with these basic posi- 
tions: First, we are not advocates 
of wholesale vertical integration. 
The objective of vertical coordi- 
nation is to gain the benefits of 
vertical integration, without verti- 
cally integrating. What are those 


benefits? Being able to obtain new 


levels of efficiency, product consis- 


tency, and food safety from 
increased supply chain control of 
factors such as genetics, nutrition, 
and traceability of product through 
the chain. Vertical Coordination 
draws on the strengths of individ- 
ual owner/operator producers as 
partners who have proven to be 
able to perform more efficiently 
with less capital than might be 


required by a corporation. 


Executing our Vertical Coordina- 
tion model through the system is a 
complex endeavour — a more diffi- 
cult management challenge than its 
“integration” cousin. A dedicated 
organization within Maple Leaf 
Foods, a virtual operating company 
so to speak, has been established to 
lead it. This group is focused on 
extracting the full benefits of the 
strategy throughout the Company 
and aligning each of the businesses. 
Pilot projects, using Six Sigma 


methodologies, have been estab- 


CAPE GOURMET COOKED SEAFOOD 

WE TAKE GREAT PRIDE IN ENSURING ONLY THE FINEST QUALITY OF 
SouTH East ASIAN SHRIMP ARE PACKED FOR THE CAPE GOURMET 
FAMILY OF PRODUCTS. CAPE GOURMET COOKED SHRIMP ARE 
HARVESTED FROM SHRIMP FARMS IN SOUTH EAST ASIA AND PROCESSED 
IN ACCORDANCE WITH MAPLE LEAF’S HIGH QUALITY STANDARDS. 
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lished to test new frontiers of trans- 
lating the voice of our customers in 
Japan into control variables all the 
way back to the farm. The primary 
tactic for duplicating the economic 
profile of ownership, while stabiliz- 
ing producer risk and preserving 
their independence, is an industry 
leading, innovative cost of produc- 
tion-based supply contract. This 
was launched under the Szgnature™ 
Pork program to western Canada 
in the fall of 2000. Finally, the VC 
group (as they are known) is 
leading new risk management activ- 
ities to better balance commodity 
risk profiles throughout the 


Company. 


Vertical Coordination is your 
Company’s first tangible business 
strategy that fully employs all of 
the fundamentals we have been 
forging together. It requires excel- 
lent leadership throughout the 
organization to achieve its poten- 
tial, drawing on all elements of our 
Core 7 strategic principles and 
employing the process of Six 
Sigma to tap new frontiers of value 
chain benefits. The potential for 
shareholder value creation over 
mid-term horizons, sourced from 
VC, is material to the future of 
Maple Leaf Foods. 


North American Bakery 
Strategy — Coming Together 

As the North American Bakery 
industry marches forward in 
restructuring, it becomes increas- 
ingly important for Maple Leaf 
Foods to bring its bakery assets 
together into a united entity. Both 
Canada Bread and Maple Leaf 
Bakery made tremendous operat- 
ing progress in 2000. This served 
as the platform for Canada Bread 
to pursue the acquisition of Multi- 
Marques, taking its 25% interest up 
to 100%. The coast-to-coast fresh 
bread bakery company this will 
create is better able to access syn- 
ergies from national scale and 
better able to meet the needs of a 
national customer base — an excel- 
lent position. Additionally, in a 
North American quest, the cooper- 
ation of effort between Canada 
Bread and Maple Leaf Bakery will 
continue to move to new levels. 
The Bakery strategy of Maple Leaf 


Foods is coming together. 


An Industry Revolution 
Similarly, the meat industry has 
witnessed unprecedented consoli- 
dation. The two largest animal 
protein companies in America 
announced a merger in early 2001. 


This was driven by several broad 


Tor Docs SINGLES 


MICROWAVING. 


USES THE FRESH TECH™ 
PACKAGING TECHNOLOGY 
- ENSURING FRESHNESS, EASE OF 


AND “NO INTERVENTION” 


industry trends. First: consolida- 
tion; matching that which has 
occurred in the retail segments. 
Secondly: growth in brands; brand 
power will continue to prevail in 
fresh meat. Thirdly: multi-species 
diversification. Industry observers 
relate these trends to a “revolu- 
tion” of sorts. We feel strongly 
that Maple Leaf Foods is extremely 
well positioned against each of the 


underlying trends. We are a con- 


solidator, we have leading brand 


competencies, and we are well 
positioned in two primary growth 
species. On top of this, we have 
great people, best-of-class assets, 
and outstanding products. Let the 


revolution proceed! 


Financial Disciplines for 
All-Weather Sailing 

In the face of a difficult financial 
year, the strength of our financial 
team and financial disciplines 
shone through. One of the most 
compelling facts for us is that 34% 
of our asset base has been acquired 
in just the past 18 months. Clearly 
we have had start-up issues. While 
facing these short-term burdens, 
we have at all times been in tight 
financial control. The root of this 
ability is our finely detailed short- 


term financial reporting systems, 


FROZEN WIENER SEPARATION Dempsters 


NnoleGraiy). 
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DEMPSTER’S WHOLE GRAIN 
DEMPSTER’S GRAIN VARIETY BREADS 
DELIVER THE FULL FLAVOUR OF THE 
WHOLE GRAIN AND ARE PACKED 
WITH PROTEIN, VITAMINS AND MIN- 
ERALS — NATURALLY LOW IN FAT AND 
CONTAIN NO PRESERVATIVES. 


our forecasting processes, and the 
management accountability and 
visibility processes. Our culture is 
“hands on deck” at all levels and 
this pays dividends most in the 


stormy periods. 


Due to earnings declines and 
increased debt financings for 
acquisitions, our debt/EBITDA 
ratio climbed to a high of 3.71x at 
the end of the year. We monitor 
this ratio very carefully and expect 
it to migrate lower as returns 
improve on our relatively new asset 
base. Operating cash flow, even in 
a difficult year, remained a solid 


$32.1 million. 


Developing Bench Strength 

A number of noteworthy bench 
strength additions were made in 
2000. Rick Young was appointed 
President, Maple Leaf Consumer 
Foods and Jerry Vergeer was 
appointed President, Shur-Gain. 
Both of these individuals are 
extremely qualified for their posi- 
tions and making immediate 
contributions. Making room for 
the planned retirement of Pat 
Jones (a 35-year Company 
veteran), Randy Powell was 
appointed President, Maple Leaf 
Pork. Randy is uniquely qualified 


to lead the transition of this opera- 
tion into the world of value-added 
fresh pork products around the 
world. Kevin Golding was 
appointed President, Rothsay 
Rendering. Kevin’s leadership of 
this operation will be instrumental 
in dealing with new emerging 
challenges we will face in environ- 
mental management and world 
markets. Finally, Michael Detlefsen 
was appointed Executive Vice 
President, Vertical Coordination 
with a mandate to aggressively 
implement our most important 


business strategy. 


The Maple Leaf Foods manage- 
ment team is young and dynamic, 
ready to tackle the world. They 
reflect the core values of our lead- 


ership model. 


Unwavering Commitment 
Over the past five years, the 


Company has paid an enormous 


price — the price of industry leader- 


ship; the price of fixing past ills; 
the price of early development. 
Concurrently, we have built a 
foundation based on three pillars 
for performance: Drive, Discipline, 
and Direction. It has not been 
without pain, nor mistake. We 


hope we have been candid about 


LARSEN PACKERS 
LIMITED 


IS MAJORITY-OWNED BY 
Hus MEAT PACKERS LTD. 
AND BASED IN BERWICK, N.S. 
IT PRODUCES FRESH, PRO- 


CESSED AND CURED MEATS. 


these, and taken appropriate cor- 
rective action where required. But 
through it all, we have a commit- 
ment — an unwavering 
commitment — that the next five 
years will bring the harvest from 


the seeds we have sown. 


Once again, as owner/operators 
we enthusiastically commit to 
create shareholder value, benefiting 


all stakeholders. 


Michael H. McCain 


Richard A. Lan 


J. Scott McCain 


ae 


ES 


Tom P. Muir 


PRIME CHICKEN 
USES THE UNIQUE 
FLAV-R-LOK PROCESS 
THAT GUARANTEES 
CHICKEN THAT IS 
TENDER, JUICY AND 


FULL OF FLAVOUR. 


On 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 


Overview 

Maple Leaf Foods Inc. and its sub- 
sidiaries (“Maple Leaf Foods” or 
the “Company”) on the whole had 
a disappointing year of financial 
results. The Bakery Products 
Group and the Agribusiness Group 
both increased their earnings from 
the prior year, however, this was 
-more than offset by the financial 
‘performance of the Meat Products 


Group. 


Sales for the year of $3.9 billion 
increased from $3.5 billion in 
1999. Earnings from operations 
for the year, before unusual items, 
were $90.1 million compared to 
$146.9 million last year. In 1999, 
the Company recorded a charge 
against operating earnings of 
$11.0 million relating to rational- 
ization of operating processes. 
Net earnings for the year of $36.8 
million ($0.34 per share) com- 
pared to $77.2 million last year 
($0.77 per share). 


Net interest expense in 2000 was 
$63.7 million compared with 
$44.0 million in 1999 reflecting 
higher borrowing levels. The 
Company’s average effective cost 
of borrowing was 6.9% (1999 — 
6.8%) (see Notes 8 and 9 

to the Consolidated Financial 


Statements). 


The effective tax rate was 31.6% in 
2000 (1999 — 35.3%). The 
Company’s tax rate is discussed in 
Note 15 to the Consolidated 


Financial Statements. 


The Board of Directors declared 
quarterly dividends of $0.04 per 
share ($0.16 per share for the year). 


In 2000, Maple Leaf Foods 
invested $109 million in capital 
expenditures. The largest projects 
were: the completion of a new 
fresh pork facility in Brandon, 
Manitoba; the completion of a new 
Shur-Gain feed mill tower in St. 
Mary’s, Ontario; rationalization of 
the Consumer Foods manufactur- 
ing facilities and conversion and 
upgrading of the Brampton, 
Ontario poultry plant from con- 
ventional poultry processing to the 
Company’s FLAV-R-LOK process- 
ing system. Further investments 
continued to be made in the 
Company’s information systems. 
The Company anticipates 2001 
capital expenditures to exceed 

$90 million. 


In May 2000, the Company 
acquired Hub Meat Packers Ltd. 
based in Atlantic Canada. The 
acquisition included the meat pro- 
cessing plants operated by Hub 
Meat Packers Ltd. in Moncton, 


New Brunswick, and Larsen 


Packers Limited in Berwick, Nova 
Scotia. This acquisition is part of 
our long-term strategy to develop 
a world-class, Canadian-based meat 
processing operation that can 
compete effectively in an increas- 


ingly global market. 


Subsequent to year end, the 
Company announced two signifi- 
cant acquisitions. The purchase of 
Schneider Corporation’s fresh pork 
operations in Manitoba closed in 
early March 2001. On January 22, 
2001, Canada Bread Company, 
Limited, 68% owned by Maple 
Leaf Foods, announced an agree- 
ment to increase its ownership in 
Multi-Marques Inc. from 25% to 
100% by purchasing the remaining 
outstanding shares. This acquisi- 
tion is subject to regulatory 


approval. 


Other Income 

Other income for 2000 of $34.6 
million compares to $39.5 million 
last year. Included in this amount 
is a net gain before taxes of $16.8 
million on the sale of short-term 
investments and $11.7 million in 
earnings from the sale of real estate 
($8.9 million in 1999). In 1999, 
other income included gains on 


the sales of two businesses. 
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Meat Products Group 

The Meat Products Group is com- 
prised of Maple Leaf Consumer 
Foods, Maple Leaf Pork, Maple 
Leaf Poultry, Maple Leaf Foods 
International and the Hub Meat 


Packers Group in Atlantic Canada. 


The Meat Products Group 
reported sales of $2.4 billion in 
2000 compared with $2.1 billion 
in 1999. Losses from operations 
were $11.2 million compared to 
earnings of $66.5 million in 1999. 
Start-up costs and operating losses 
this year at the Brandon pork facil- 
ity totalling $58.0 million ($24 
million of which was capitalized in 
the first and second quarters) have 
decreased from $20.0 million in 
the first quarter to $6.9 million in 
the fourth quarter. In addition to 
the Brandon operating losses, 
Maple Leaf Pork’s results contin- 
ued to be adversely affected by 
high live hog prices and low 
margins in the pork industry gen- 
erally. Maple Leaf Pork’s results 


were also adversely impacted by 


the absence of contribution from 
the Winnipeg pork facility which 


was closed last November. 


The Brandon facility performed 
well mechanically, progress was 
made in building the size and skill 


base of its core employee group, 


_ and first-shift capacity utilization 


grew through the year. 


At the beginning of May 2000, 
Maple Leaf Foods completed the 
purchase of Hub Meat Packers 
Ltd. and its subsidiary, Larsen 
Packers Limited. Hub Meat 
Packers Ltd. employs approxi- 
mately 1,000 employees. Larsen 
Packers Limited is majority-owned 
by Hub Meat Packers Ltd., but 


Operates as a separate company 


with approximately 400 employees. 


The businesses produce fresh, 
processed and cured meat prod- 
ucts. Hub and Larsen products are 
primarily marketed in eastern 
Canada with some exports to the 
United States, the Caribbean, 
Mexico and Asia. Post acquisition 


results were satisfactory, in spite of 


PorK SHISH-K-BoBs 
MAaArLrE LEAE MEDALLION 
LEAN & TENDER PORK — A 


LINE OF PORK THAT IS SPE- 
CIALLY TRIMMED AND CUT 
INTO INDIVIDUAL PORTIONS. 


a three-week strike at the 
Moncton, New Brunswick process- 
ing plant which ended in 
November 2000. 


In January 2001, the Company 


announced the purchase of 


Schneider Corporation’s fresh pork 


operations in Manitoba for $44 
million. The acquisition involves 
two plants both located in Win- 
nipeg; a slaughter facility that 
processes 18,000 hogs per week; 
and a new cut plant built for $30 
million in the mid 1990s. The cut 
plant further processes these hogs, 
plus 14,000 hogs per week sup- 
plied by third-party facilities, into 
value-added pork products. The 
business operates profitably, and 
has annual sales of about $300 
million. The Company expects the 
acquisition to be modestly accre- 


tive to earnings in 2001. 


Maple Leaf Consumer Foods’ 
earnings were lower than antici- 
pated due to margin pressure from 
higher meat costs and some ineffi- 


ciencies experienced during the 


AQUACULTURE 
THE SHUR-GAIN 
AQUACULTURE 
RESEARCH FARM IS 
PRESENTLY FOCUSED 
ON SALMON-REARING. . 
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recently completed manufacturing 
restructuring which began in late 
1999. However, sales improved 
over last year. Several new pro- 
grams and products contributed to 
the improvement including contin- 
ued success and extension of the 
Maple Leaf Top Dogs line of nutri- 
tionally enhanced mies and a 

~ successful launch of Maple Leaf 

- Top Dogs Singles. 


_ Maple Leaf Poultry recorded 
higher sales largely driven by the 
continued success of Maple Leaf 
Prime branded products, which 
once again achieved record 
volumes. Sales of Maple Leaf 
Prime branded poultry products 
made with the Company’s FLAV- 
R-LOK processing system, grew 
to $197 million in 2000, a com- 
pound average growth rate of 38% 
since 1995. 


Maple Leaf Foods International 
recorded lower earnings than last 


year as a result of lower pork 


PRUILINE 


SHUR-GAIN 


Horse Feed 
Textured Ration 


TILL OALAL ILE AATIKICT LEED 


2 kg 


SS 


product volume available for sale 
to Asia from Maple Leaf Pork. 
However, this was partially offset 
by strong meat sales to Mexico. 
Maple Leaf Foods will complete | 
the exit of its Seafood Products 
operation in early 2001 after 
several years of unsatisfactory 


results. 


: 


Bakery Products Group 

The Bakery Products Group is 
comprised of the Company’s 68% 
interest in Canada Bread 
Company, Limited and Maple Leaf 
Bakery, U.S.A. 


The Bakery Products Group 
reported sales of $651 million in 
2000 compared with $676 million 
in 1999. Earnings from operations, 
before unusual items, were $20.4 
million, compared with $9.7 
million in 1999. 


Canada Bread achieved its second 
round of year-over-year earnings 
growth by reporting its sixth con- 


secutive quarterly increase in 


OUR NEW HORSE FEED 
PRODUCTS ROUND OUT 
i THE WIDE RANGE OF 
QUALITY FEED FOR ALL 
CLASSES OF HORSES. 


operating earnings in the fourth 
quarter of 2000, following 
improvements to its operations 
which were implemented in 1999. 
Cost reduction and margin 
improvement momentum, and 
renewed focus on investment in 
people, brands and new products 
have resulted in consistent 
improvement in financial perfor- 
mance. During the year, 
Dempster’s Original with fibre, a 
new white bread nutritionally 
enhanced with fibre, was success- 


fully launched. 


At Maple Leaf Bakery, U.S.A., 
sales of par-baked bread products 
once again grew significantly year- 
over-year. With recent strong sales 
momentum, improving product 
mix and the higher plant utiliza- 
tion rates, Maple Leaf Bakery was 
able to record operating earnings 
in the fourth quarter and a small 


operating profit for the year. 


MAPLE LEAF FOODS 
RESEARCH 

MArLrE LEAF Foops HAS A STRONG 
COMMITMENT TO RESEARCH AND 
EMPLOYS SKILLED SCIENTISTS IN 
ALL OF THE FOOD AND ANIMAL 
NUTRITION-RELATED IOCs. 
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On January 22, 2001, Canada 
Bread announced an agreement to 
increase its ownership in Multi- 
Marques Inc. from 25% to 100%. 
Multi-Marques is a leading 
Quebec-based bakery business 
with annual sales of over $300 
million. The company owns and 
operates 12 baking facilities 
throughout Quebec, and a bakery 
in North Bay, Ontario. Multi- 
Marques also owns 60% of Ben’s 
Bakery in the Maritimes. The 
acquisition is expected to be mod- 
estly accretive to Canada Bread’s 
2001 earnings and is subject to 


regulatory approval. 


Agribusiness Group 

The Agribusiness Group is com- 
prised of the Shur-Gain animal 
nutrition and pet food business, 
the Landmark Feeds animal nutri- 
tion business, the Elite Swine 
genetics and hog marketing busi- 
ness and Rothsay Rendering. The 
Agribusiness Group reported sales 
in 2000 of $846 million compared 


with $720 million in 1999. Earn- 
ings from operations, before 
unusual items, were $80.9 million, 
compared with $70.7 million 

in 1999, 


Sales and operating earnings 
increases for 2000 are attributable 
to record results from Shur-Gain’s 
animal feed and fish feed opera- 
tions and the inclusion of the 
results of Landmark Feeds and 
Elite Swine, acquired in the fourth 
quarter of 1999. The Agribusiness 
Group’s results benefited from the 
vertical coordination strategy, that 
contributed to increased feed 
volumes and resulted in higher 
earnings from hog production 
investments. These strong results 
partially balanced the cyclical low 
margins of the pork business 


caused by high hog costs. 


During the year, Shur-Gain com- 
pleted a new $8 million, 250,000 
tonne state-of-the-art swine and 


poultry complete feed mill in St. 


SHUR-GAIN SIGNATURE 
SALMON FEED 
CONTINUES TO BE THE 
INDUSTRY LEADER AND THE 
PRODUCER’S CHOICE ON 
CANADA’S EAST COAST. 


Mary’s, Ontario. The new mill has 
the capacity to produce 60 tonnes 
of feed an hour and has an on-site 
lab as part of Shur-Gain’s commit- 
ment to ongoing quality assurance. 
The new mill is a technologically 
advanced facility with a high level 
of automation. Operating as a ded- 
icated swine and poultry complete 
feed mill increases efficiency, lowers 
operating costs and enhances 
product quality and consistency. A 
dedicated mill serving the needs of 
swine and poultry feed customers is 
an important link in Maple Leaf 


Foods’ vertical coordination strategy. 


During the third quarter of 2000, 
Maple Leaf Foods acquired 
Western Animal Nutrition’s feed 
mill in Abbotsford, British Colum- 
bia. The addition of this facility 
provides Maple Leaf Foods with a 
truly national presence. Through 
Landmark Feeds in western 
Canada and Shur-Gain in the east, 
Maple Leaf Foods is active in the 


feed business in every province. 


MAPLE LEAF Foops 
INTERNATIONAL 
HEADQUARTERED IN 


TORONTO, HAS AN EXTENSIVE 

INTERNATIONAL IMPORT / 

EXPORT BUSINESS, INCLUDING: 
~ OFFICES IN JAPAN. : 
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Landmark has embarked upon a 
capital upgrade to the facility to 
improve capacity utilization and 


efficiency. 


Elite Swine Inc., Canada’s leading 
hog marketing, feed and genetics 
provider to pork producers based 
in western Canada, recorded supe- 
rior financial results. An important 
initiative during the year was the 
successful launch of a western 
Signature™ Pork program in con- 
junction with the Brandon 
procurement team and Landmark 
Feeds. Signature™ Pork is an inno- 
vative, comprehensive system for 
modern pork production. It is 
designed to improve hog quality 
and the overall competitiveness of 
the Canadian pork industry by 
delivering the value-added pork 
products that global customers 
demand. First launched in Ontario 
in August 1996, Signature™ Pork 
has been adapted for western 
Canadian producers. The system 


provides a range of support ser- 


vices including: contracts, financial 
incentives, feeds and nutrition pro- 
grams, genetics, marketing, risk 
management, and an innovative 
Cost of Production contract com- 
ponent. This initiative is an 


important step in advancing Maple 


_ Leaf Foods’ vertical coordination 


strategy. Producers benefit from 
technical support, financial rewards 
for quality, and a more predictable 
cash flow to better manage their 
businesses. Maple Leaf Foods ben- 
efits from having a stable supply of 
consistent, high-quality hogs for its 
Brandon plant. The industry bene- 
fits by becoming more competitive 
through the improvement of hog 
quality, implementation of industry 
best practices and enhanced coor- 


dination of the pork value chain. 


Rothsay Rendering is one of 
Canada’s largest renderers involved 
in recycling animal waste and food 
by-products into commercial 
tallow and protein products. Earn- 


ings for the year declined due to 


MAPLE LEAF BAKERY, U.S.A. 
OVER THE PAST YEAR, MAPLE LEAF 
SUCCESSFULLY INTRODUCED A SAND- ° 
WICH LINE ENCOMPASSING BOTH 

THE CALIFORNIA GOLDMINER SOUR- 
DOUGH BRAND AND. THE PRIVATE 
LABEL SEGMENT OF THE BUSINESS. 


the impact of lower export prices 
on tallow products and significant 


increases in natural gas prices. 


Corporate Matters 

Capital Resources and Liquidity 
Maple Leaf Foods finances its 
operations primarily out of cash 
flow from operations. In addition, 
to provide it with further liquidity, 
the Company and its subsidiaries 
and joint venture businesses had 
aggregate lines of credit totalling 
$1,211 million at year end with 
major Canadian and foreign banks. 
Of this amount, $775 million 
related to a seven-year committed 
syndicated facility established in 
1997. This lending facility consists 
of a revolving convertible 364-day 
facility for $475 million maturing 
in 2007 (of which $30 million has 
been converted to a reducing term 
facility maturing in 2006 and $100 
million has been converted to a 
reducing term facility maturing in 
2007), a non-revolving amortizing 
U.S. $75 million term facility 


MAPLE LEAF 
FOODSERVICE 


TENDER, DELICIOUS, 
BITE-SIZE PIECES OF 
CHICKEN BREAST MEAT 
IN A LIGHT, CRISPY 
COATING IN FUN FILLED 
SHAPES.OF ANIMALS. 
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maturing in 2005 and a non- 
revolving amortizing $188 million 
term facility maturing in 2004. At 
December 31, 2000 drawings 
under these facilities were $222 
million, U.S. $75 million and 
$188 million respectively, includ- 
ing drawings of $79 million in 
respect of letters of credit and 


trade financing. 


In the second quarter, Maple Leaf 
Foods finalized a $225 million 
Canadian equivalent placement of 
10-year unsecured notes with a 
group of Canadian and U.S. 


investors. 


In addition, the Company, its 
subsidiaries and joint venture busi- 
nesses had other committed and 
uncommitted borrowing facilities 
totalling $211 million at December 
31, 2000. A total of $52 million 
was drawn under these operating 


lines at year end. 


During 2000, Maple Leaf Foods 
and its subsidiaries maintained two 


accounts receivable securitization 


MAPLE LEAF 
Hort Docs 


programs to provide it with an 
alternative source of competitively 
priced financing. Trade accounts 
receivable sold under these pro- 
grams is $102 million at December 
31, 2000 (1999 - $110 million). 
In 1999, the Company entered 
into a $130 million synthetic lease 
to finance the construction of 

a hog processing facility in 


Brandon, Manitoba. 


The Company has $91.3 million of 
6% convertible debentures out- 
standing at December 31, 2000. 
These debentures mature on 
December 31, 2005. The 
Company has the option to satisfy 
payment of principal and interest 
by the issuance of shares and 
accordingly the debentures are 
treated as equity for accounting 


purposes. 


During the year the Company 
repurchased for cancellation 
149,500 of its common shares at 


an average price of $8.37. 


LINE OF PRODUCTS 
INCLUDING ORIGINAL, 


BBQ AND ALL BEEF ARE 
FAST, CONVENIENT, AND 
MADE FROM WHOLESOME, 
TASTY INGREDIENTS. 


Management is of the opinion that 
its cash flow and sources of financ- 
ing provide the Company with 
sufficient resources to finance 
ongoing business requirements and 
its planned capital expenditure 
program. Additional details con- 
cerning financing are set out in the 
Notes to Consolidated Financial 


Statements. 


Risk Management 

The Company has financial risk 
exposure to varying degrees relat- 
ing to interest rates, foreign 
exchange and commodity pricing 
(including flour, wheat, other 
grains and livestock). These expo- 
sures are managed by interest rate 
swaps, currency contracts, com- 
modity futures and forward 
purchase or sale contracts where 
appropriate. Information on the 
Company’s year-end hedge posi- 
tions is set out in Note 9 to the 


Consolidated Financial Statements. 


In common with most businesses, 


the Company faces a certain 


BRANDON PLANT 
IS A STATE-OF-THE-ART OPERATION 
INTEGRATING THE LATEST TECH- 


-NOLOGIES AND THE MOST 


INNOVATIVE PRACTICES WHILE 


INCORPORATING THE BEST FEATURES 


OF THE WORLD’S TOP HOG PLANTS. 
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degree of credit risk arising from 
sales of products on credit terms to 
customers. Due to the size of the 
Company, and its diverse busi- 
nesses, it is not exposed in a 
material manner to credit risk from 
one customer or a concentration of 
related customers. To minimize 
credit risk, credit limits and terms 

~ of sale are established and moni- 
tored on a regular basis. For 
foreign sales and exports, the 
Company has a policy of entering 
into export insurance to cover 
foreign debts where available, or if 
not, selling on the strength of con- 


firmed trade letters of credit. 


Change in Accounting Policies 

The Company implemented the 
new Canadian Institute of Char- 
tered Accountants (“CICA”) 
standard for employee future bene- 
fits prospectively effective January 
1, 2000. Application of the 
recommendation did not have a 
material affect on net earnings or 


earnings per share. 


MAPLE LEAE 
PRIME TURKEY 
IS AIR CHILLED ENSURING 


The Company implemented the 


new CICA standard for income 


_taxes retroactively effective January 


1, 2000, without restatement of 
prior period financial statements 
as permitted under the new 
standards. Application of the 
recommendation would not have 
materially affected net earnings or 
earnings per share as previously 
reported in 1999. Adoption of the 
standard resulted in a cumulative 
reduction to retained earnings at 
January 1, 2000 of $29.3 million. 


Environment 

Maple Leaf Foods is conscious of 
its responsibility to the environ- 
ment, and each of its businesses 
operates within an overall environ- 
mental policy that has been 
formally approved by the Board of 
Directors. Compliance with the 
policy is monitored on a regular 
basis by an Environment, Health 
and Safety Committee of the 
Board and through independent 


compliance audits. The Company’s 


ONLY NATURAL JUICES IN 
THE MEAT WITH NO EXCESS 


WATER. 


emphasis on the environment 
extends to the operation of its 
plants and the impact of these 
operations on air and water quality, 
the handling of toxic and danger- 
ous materials, and the use of 
packaging. The Company strives to 
exceed required environmental 
compliance, and to provide a safe 
workplace for its employees. 
Resources, training and capital 
expenditures are directed to these 
areas to ensure that the Company 
continues to meet its responsibili- 
ties. The Company is in material 
compliance with existing environ- 
mental legislation. Expenditures 
relating to current environmental 
requirements are not expected 

to have a material effect on the 
financial position or earnings of 


the Company. 


BREAD PRODUCTION 
DEMPSTER’S LINE OF 
WHOLESOME AND DELICIOUS 
BREADS INCLUDING GRAIN 
JARIETY BREADS, ORIGINAL 
WHITE AND WHEAT BREADS, 
FLATBREADS AND BAGELS. 
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Management recognizes its responsibility for conducting the 
Company’s affairs in the best interests of all its shareholders. 
The consolidated financial statements and related informa- 
tion in the annual report are the responsibility of manage- 
ment. The consolidated financial statements have been 
prepared in accordance with generally accepted accounting 
principles which involve the use of judgement and estimates 
in applying the accounting principles selected. Other finan- 
cial information in the annual report is consistent with that 


in the consolidated financial statements. 


The Company maintains systems of internal controls 
which are designed to provide reasonable assurance that 
accounting records are reliable and to safeguard the 
Company’s assets. The Company’s independent auditors, 
KPMG LLP, Chartered Accountants, have audited and 


 — 


M.H. McCaAIn T.P. Muir 
President and Chief Financial Officer 
Chief Executive Officer 


reported on the Company’s consolidated financial state- 
ments. Their opinion is based upon audits conducted by 
them in accordance with generally accepted auditing stan- 
dards to obtain reasonable assurance that the consolidated 


financial statements are free of material misstatement. 


The Audit Committee of the Board of Directors, all of 


whom are independent of the Company or any of its affili- 
ates, meets periodically with the independent external audi- 
tors, the internal auditors and management representatives 
to review the internal accounting controls, the consolidated 
quarterly and annual financial statements and other finan- 
cial reporting matters. Both the internal and independent 
external auditors have unrestricted access to the Audit 
Committee. The Audit Committee reports its findings and 


makes recommendations to the Board of Directors. 


M.H. VELS 
Executive. Vice-President, Finance 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheets of Maple 
Leaf Foods Inc. as at December 31, 2000 and 1999 and 
the consolidated statements of earnings, retained earnings 
deficit and cash flows for the years then ended. These 
financial statements are the responsibility of the Com- 
pany’s management. Our responsibility is to express an 


opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian 
generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain rea- 
sonable assurance whether the financial statements are 
free of material misstatement. An audit includes examin- 
ing, on a test basis, evidence supporting the amounts and 


disclosures in the financial statements. An audit also 


includes assessing the accounting principles used and 


significant estimates made by management, as well as 


evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements 
present fairly, in all material respects, the financial position 
of the Company as at December 31, 2000 and 1999 and 
the results of its operations and its cash flows for the years 
then ended in accordance with Canadian generally 


accepted accounting principles. 


Kp G tl 
Me 


Chartered Accountants 


Toronto, Canada 
February 9, 2001 - 
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CONSOLIDATED BALANCE SHEETS 


(In thousands of Canadian dollars) 


As at December 31 


ASSETS 


Current assets 


Cash $ 42,053 $ 41,007 
Accounts receivable (note 4) 246,966 200,593 
Inventories (note 5) 192,335 169,587 
Prepaid expenses and other assets 13,546 12,339 
494,900 423,526 

Investments in associated companies 95,141 O1275 
Property and equipment (note 6) 686,659 639,155 
Other long-term assets (note 7) 174,524 153,857 
Future tax asset (note 15) 13,945 — 
Goodwill 318,746 302,922 
$ 1,783,915 96105735 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current liabilities 


Bank indebtedness $ 41,852 $ 25,214 
Accounts payable and accrued charges 429,286 397,531 
Income and other taxes payable 14,960 24,281 
Current portion of long-term debt (note 8) 13,334 10,607 
499,432 457,633 

Long-term debt (note 8) 708,427 571,095 
Deferred income taxes : 33,900 
Future tax liability (note 15) 40,689 — 
Other long-term liabilities 6,001 6,545 
Minority interest 78,773 76,872 
Shareholders’ equity (note 10) 450,593 464,690 
$ 1,783,915 $< 166105735 


Contingencies and commitments (note 18) 
Subsequent events (note 20) 


See accompanying notes to consolidated financial statements. 


On behalf of the Board: 


MICHAEL H. MCCAIN R.W. HILLER 


Director Director 
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CONSOLIDATED STATEMENTS OF EARNINGS 


(In thousands of Canadian dollars, except per share amounts) 


Years ended December 31 : ; p (OO®) 


SALES $ 3,943,289 § 3519.727 
Earnings from operations, before unusual items $ 90,141 $ 146,932 
Unusual items (note 3) = (10,967) 
Earnings from operations 90,141 135,965 
Other income (note 13) . 34,604 39,514 
EARNINGS BEFORE INTEREST AND TAXES ‘ 124,745 175,479 
Interest expense (note 14) 63,656 43,968 
Earnings before income taxes 61,089 Ae Bleoy it 
Income taxes (note 15) 19,310 46,364 
Earnings before minority interest 41,779 85,147 
Minority interest 4,993 7,949 
NET EARNINGS $ 36,786 $ T7TANIDS 
EARNINGS PER SHARE $ 0.34 Re 0.77 
Fully diluted earnings per share 0.34 \075 
Weighted average number of shares (millions) 95.1 94.4 


CONSOLIDATED STATEMENTS 
OF RETAINED EARNINGS DEFICIT 


(In thousands of Canadian dollars) 


Years ended December 31° O99) 


Deficit, beginning of year 


As previously reported $ (19,950) $ (77,373) 
Adjustment to reflect change in accounting for income 
taxes (note 2(h)) (29,334) = 

As restated (49,284) (77,373) 
Net earnings 36,786 77,198 
Dividends declared ($0.16 per share; 1999 — $0.16 per share) (15,218) (15,192) 
Premium on repurchase of share capital (note 10) (650) faa 
Convertible debenture charge (note 11) (4,523) (4,583) 
Deficit, end of year $ (32,889) $ (19,950) 


See accompanying notes to consolidated financial statements. 


CONSOLIDATED STATEMENTS OF CASH FLOWS 


(In thousands of Canadian dollars) 


Years ended December 31 1999 


CASH PROVIDED BY (USED IN) 


Operating activities 


Net earnings $ 36,786 $ 77,198 
Add (deduct) items not affecting cash 
Depreciation 76,922 62,723 
Amortization 9,617 8,532 
Minority interest 4,993 7,949 
Future income taxes (21,931) — 
Deferred income taxes — 1,147 
Undistributed earnings of associated companies (6,342) (2,115) 
Gain on sale of property and equipment (1,228) (292) 
Gain on sale of businesses and short-term investments (16,828) (21,430) 
Other 4,646 2,881 
Non-cash amounts included in unusual items _- 9,307 
Change in non-cash operating working capital (54,535) (9527.1) 
32,100 136,629 
Financing activities 
Dividends paid (15,218) (15,730) 
Dividends paid to minority interest (2,538) (6,793) 
Increase in long-term debt, net 118,131 53,520 
Convertible debenture interest paid (5,478) (5,804) 
Increase in share capital 1,525 2,103 
Shares repurchased for cancellation (E251) — 
Other 1,180 (1,475) 
96,351 25,821 
Investing activities 
Additions to property and equipment (108,590) (121,760) 
Proceeds from sale of property and equipment 6,465 6,592 
Purchase of net assets of businesses (note 17) (61,483) (107,114) 
Net reduction in other investments ISOM — 
Net proceeds on sale of short-term investments 16,828 — 
Net proceeds on disposal of businesses (note 17) i — 61,417 
(144,043) (160,865) 
Increase (decrease) in cash and cash equivalents (15,592) 1,585 
Cash and cash equivalents, beginning of year 155793 14,208 
Cash and cash equivalents, end of year $ 201 $ 15,793 
Supplemental cash flow information: 
Net interest paid $ 58,935 $ 42,925 
Net income taxes paid 55,598 11,925 


See accompanying notes to consolidated financial statements. 
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Years ended December 31, 2000 and 1999 (Tabular amounts in thousands of Canadian dollars, except share amounts) 


1. THE COMPANY 

Maple Leaf Foods Inc. (“Maple Leaf Foods” or the 
“Company”) is the largest food processing company in 
Canada, serving wholesale, retail, food service, industrial 
and agricultural customers across North America and 
internationally. The Company’s results are organized-into 
three segments: Meat Products Group, Bakery Products 


Group, and Agribusiness Group. 


2. SIGNIFICANT ACCOUNTING POLICIES 

The following are the significant accounting policies of the 
Company. The preparation of periodic financial statements 
necessarily involves the use of estimates and approxima- 
tions. Should the underlying assumptions change, the 


actual amounts could differ from those estimates. 


(A) Principles of consolidation 

The consolidated financial statements include the 
accounts of the Company and its subsidiaries and the 
Company’s proportionate share of the assets, liabilities, 
revenues and expenses of joint ventures over which the 
Company exercises joint control. Investments in associ- 
ated companies, over which the Company exercises 
significant influence, are accounted for by the equity 


method. 


(B) Translation of foreign currencies 

The accounts of foreign subsidiaries, associated companies 
and joint ventures are translated into Canadian dollars 
using the exchange rate in effect at the year end for assets 
and liabilities and the average exchange rates for the year 
for revenue and expenses. Exchange gains or losses on 
translation are deferred and included as a separate compo- 


nent in shareholders’ equity until realized. 


Other monetary assets and liabilities denominated in 
foreign currencies are translated at year-end exchange 
rates. Exchange gains and losses are recognized in current 
earnings except for unrealized gains and losses arising on 
the translation of long-term monetary assets and liabilities 


which are deferred and amortized over the remaining life 


of the related.items. Where the Company enters into 
forward exchange contracts to hedge the principal and 
interest on debt payable in foreign currencies, unrealized 
losses or gains on such contracts are matched with 


exchange gains or losses on the debt payable. 


(C) Financial instruments 


The Company enters into hedging arrangements to 


manage its exposure to currency, commodity price and 


interest rate fluctuations. The gains and losses on these 
hedging instruments are recognized in the consolidated 
financial statements in the same period and are matched 
with the same financial statement category as the item to 
which the hedged position relates. Any accrued amounts 
receivable and payable under the terms of such contracts 
are included in accounts receivable and accounts payable, 


respectively. 


The Company considers the U.S. dollar borrowings under 
its term facility to be a hedge of its net investment in its 
U.S.-based businesses. Any exchange gain or loss on the 
loan is offset against the unrealized exchange gain or loss 
arising on translation of the U.S. dollar financial state- 
ments of these businesses and is included in the 
unrealized foreign currency adjustment account in share- 


holders’ equity. 


(D) Inventories 
Inventories are valued at the lower of cost and net realiz- — 
able value, with cost being determined substantially on a 


first-in, first-out basis. 


(E) Property and equipment 
Property and equipment are recorded at cost including, 
where applicable, interest capitalized during the construc- 


tion or development period. 


Depreciation is calculated using the straight-line basis at 
the following rates which are based on the expected 


useful life of the asset: 2S 


Buildings 


Machinery and equipment 


214% to 6% 
6% to 33% 
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Years ended December 31, 2000 and 1999 (Tabular amounts in thousands of Canadian dollars, except share amounts) 


(F) Deferred financing costs 
Costs incurred to obtain long-term debt financing are 
amortized over the term of such debt and are included in 


interest expense for the year. 


(G) Goodwill 

The excess of the purchase price over the estimated fair 
value of identifiable net assets acquired represents good- 
will. Goodwill is amortized on a straight-line basis over 
periods ranging from 20 to 40 years. The Company 
annually reviews the carrying value of goodwill to deter- 
mine if an impairment has occurred. The Company 
measures the potential impairment of goodwill by com- 
paring the undiscounted value of expected future 
operating income before income taxes, interest and amor- 
tization of goodwill to the carrying value of goodwill. 
Any permanent impairment in the value of goodwill is 


written off against earnings. 


(H) Income taxes 

The Company has adopted The Canadian Institute of 
Chartered Accountants new income tax accounting stan- 
dards retroactively, effective January 1, 2000, without 
restatement of the financial statements of any prior 
periods as permitted under the standard. The standard 
requires a change from the deferral method of accounting 
for income taxes to the asset and liability method of 


accounting for income taxes. 


Under the new standard, future tax assets and liabilities 
are recognized for the future tax consequences attribut- 
able to differences between the financial statement 
carrying amounts of existing assets and liabilities and their 
respective tax bases. Future tax assets and liabilities are __ 
measured using enacted or substantively enacted tax rates 
expected to apply to taxable income in the years in which 
those temporary differences are expected to be recovered 
or settled. In addition, the effect on future tax assets and 
liabilities of a change in tax rates is recognized in income 
in the period that includes the enactment or substantial 


enactment date. 


Pursuant to the deferral method, which was applied for 


the year ended December 31, 1999 and prior years, 


deferred income taxes are recognized for income and 
expense items that are reported in different years for 
financial reporting purposes and income tax purposes 
using the tax rate applicable for the year of the calcula- 
tion. Under the deferral method, deferred taxes are not 


adjusted for subsequent changes in tax rates. 


The cumulative effect of this change in accounting for 
income taxes of $29,334,000 is determined as of January 
1, 2000 and is reported separately in the consolidated 
statement of retained earnings deficit as a restatement of 
the opening balance of retained earnings deficit for the 


year ended December 31, 2000. 


(I) Employee benefit plans 

The Company has adopted The Canadian Institute of 
Chartered Accountants new employee future benefits stan- 
dard prospectively, from January 1, 2000. Under the new 
recommendations, the cost of the Company’s defined 
benefit pension plans, post-retirement health, life insurance 
and other post-employment benefits is accrued as earned, 
based on actuarial valuations. The Company’s pension 
fund assets are valued at market values and the excess net 
actuarial gain or loss over 10% of the greater of the benefit 
obligation and the market value of plan assets is amortized 
over the average remaining service period of active 
employees. Employee future benefits are measured using 


market interest rates on high quality debt instruments. 


The application of this accounting standard for the year 
ended December 31, 2000 does not materially affect net 


earnings or earnings per share as at December 31, 2000. 


()) Stock-based compensation 

The Company has stock option plans for employees. No 
compensation expense is recognized on the issue of options 
under stock option plans. Consideration paid by employees 
on the exercise of stock options is recorded as share capital. 


The stock option plans are described in note 12. 


(K) Statement of cash flows 
Cash and cash equivalents are defined as cash and short- 
term securities with maturities less than 90 days at the 


date of acquisition, less bank indebtedness. 
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(L) Comparative figures 
Certain comparative figures have been reclassified to 
conform with the financial statement presentation 


adopted in the current year. 


3. UNUSUAL ITEMS 

The Company recorded a charge in 1999 of $11.0 
million ($7.1 million, net of tax), relating to further 
centralization and streamlining of administrative and 
operating processes, primarily at Canada Bread Company, 


Limited (“Canada Bread”). 


At December 31, 2000, approximately $3.7 million 
(1999 — $9.3 million) of the earnings charge relating 
primarily to severance and rationalization costs is included 


in accounts payable and accrued charges. 


4. ACCOUNTS RECEIVABLE 

Under revolving securitization programs, the Company has 
sold, with limited recourse, certain of its trade accounts 
receivable to financial institutions. At year end, trade 
accounts receivable amounting to $102 million (1999 — 


$110 million) had been sold under these programs. 


5. INVENTORIES 


2000 L999 


Material held for production $ 95,122 $82,913 
Finished products 97,213 86,674 
$ 192,335 $ 169,587 


6. PROPERTY AND EQUIPMENT 


2000 1,939;9 


Land $ 58,073 Rate ooel0 
Buildings 266,168 249,097 
Machinery and equipment 817,109 678,620 
Construction in progress 35,518 77,870 
Land held for development 
or sale 10,156 14,756 
1,187,024 10795233 
Less accumulated depreciation 500,365 440,098 
$ 686,659 | $ 639,155 


7. OTHER LONG-TERM ASSETS 


2000 LOO8) 
Net pension asset (note 16) $ 123,032 $ 108,856 
Notes and mortgages receivable 36,470 26,919 
Deferred financing costs 5,344 5,979 
Deferred foreign currency 
translation losses 2,086 2,679 
Licences —_ 1,432 
Other 7592 8,392 
$ 174,524 $ 153,857 


8. LONG-TERM DEBT 


2000 19:9)9) 


Revolving term facility (i) $ 142,505 $ 156,392 
Non-revolving term facility (i) 187,500 250,000 
Non-revolving term facility 
(U.S. $75 million) (i) 112,515 108,247 
Notes payable (ii) 225,775 — 
Notes payable — Landmark 
Group (iii) 272999 36,177 
Revolving term facilities — 
Canada Bread (iv) — 14,500 
Other (v) 25,467 16,386 
721,761 581,702 
Less current portion 13,334 10,607 
$ 708,427 $571,095 


(i) The Company’s principal lending arrangements with 
Canadian chartered banks consist of: (a) a committed 
seven-year, $475 million revolving term facility which is 
extendible annually at the option of the lenders, or may 
be converted into a seven-year, revolving/reducing, term 
facility for any non-extended portion thereof. In 2000 
and 1999, $100 million and $30 million were converted 
toa reducing term loan maturing in 2007 and 2006, 
respectively; (b) a $187.5 million, non-revolving, reduc- 
ing term facility maturing by 2004; and (c) a U.S. $75 
million, non-revolving, reducing term facility maturing by 
2005. These facilities bear interest based on Bankers’ 
Acceptance rates for Canadian dollar loans, and LIBOR 
for U.S. dollar loans. 


As at December 31, 2000, $222 million (1999 — $262 
million) of the $475 million revolving facility was utilized, 
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including drawings of $79 million (1999 — $105 million) 


in respect of letters of credit and trade finance. 


Of the borrowings under the $187.5 million facility noted 
above, $62.5 million matures in 2001. Of the borrowings 
under the U.S. $75 million facility noted above, U.S. $7.5 
million matures in 2001. The Company intends to 
replace these with borrowings under the $475 million 


revolving facility. 


(ii) In April 2000, the Company issued $225.8 million of 
notes payable to various U.S. and Canadian institutional 
investors. The notes payable issued under this transaction 
include a Canadian dollar denominated tranche (Series A) 
for Canadian $115.0 million, bearing interest at 7.74% 
per annum, and a U.S. dollar denominated tranche (Series 
B) for U.S. $75 million, bearing interest at 8.47% per 
annum. Through the use of cross-currency swaps (see 
note 9), the Company converted the U.S. dollar tranche 
into Canadian dollar denominated debt, resulting in a 
total Canadian dollar denominated debt of $225.8 million 
for the two tranches at a combined effective fixed interest 
rate of 7.74% per annum. The notes are repayable on 


April 28; 2010. 


(iii) In October 1999, the Company issued $36.2 million 
in notes payable in partial consideration for the acquisi- 
tion of The Landmark Group Inc. These notes bear 
interest at 5.75% and are repayable over various terms to 


maturity from 2000 to 2003. 


(iv) Canada Bread, a 68% owned subsidiary of the 
Company, has two revolving facilities with Canadian char- 
tered banks for $20 million each. Of these facilities, $20 
million is available through September 2003 and is 
extended annually at the lender’s option. The second $20 
million facility will mature in December 2001. These 
facilities bear interest based on Bankers’ Acceptance rates 
for Canadian dollar loans and LIBOR for U.S. dollar 
loans. As at December 31, 2000, no amount (1999 — 
$14.5 million) had been drawn under these facilities. 


(v) Subsidiaries of the Company have various lending facili- 


ties with interest rates ranging from non-interest bearing to 


8.3% per annum. These facilities are repayable over various 
terms from 2001 to 2009. As at December 31, 2000, 
$25.5 million (1999 — $16.4 million) was outstanding. 


Required repayments of long-term debt for the next five 


years and thereafter are as follows: 


2001 $ 13,334 
2002 101,364 
2003 112,700 
2004 109,671 
2005 81,505 
Thereafter 303,187 

$ 721,761 


9. DERIVATIVE FINANCIAL INSTRUMENTS AND 

RISK MANAGEMENT 
In the ordinary course of business, the Company enters 
into derivative financial instruments to reduce underlying 
fair value and cash flow risks associated with foreign cur- 


rency and interest rates. 


Foreign currency risk management 

The Company uses foreign currency forward contracts to 
manage its currency exposures. These currency exposures 
relate primarily to U.S. dollar (“USD”) and Japanese yen 
(“JPY”) denominated export sales and, to a much lesser 
extent, expenditures denominated in other foreign cur- 
rencies. The following table summarizes the Company’s 
principal net commitments to sell foreign currency under 


forward contracts at December 31, 2000 and 1999: 


Notional Average 
currency exchange 
Currency amount rate Maturity 
2000 (0007s) 
Sales contracts USD 133,112 1.4671 2001 


JPY 1,585,203 0.0138 2001 
1999 
Sales contracts USD 148,704 


JPY 1,155,001 


1.4317 2000 
0.0144 2000 


At December 31, 2000, of the Company’s $133 million 

in outstanding commitments to sell forward U.S. dollars, 
$66 million related to sales already made or committed to 
customers. The remaining $67 million of these contracts, 


which may be extended at maturity based on then current 


4) 
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interest rates, are designated as hedges of forecast export 
sales related to future fiscal periods as follows: 


2001 $ 47,000 
2002 20,000 


Based on the exchange rates at December 31, 2000, the 
Company would have incurred a loss of $3.2 million 
(1999 — $0.9 million) to settle all its commitments under 


its outstanding foreign exchange forward contracts. 


Interest rate risk management 

The Company uses a variety of interest rate derivative 
instruments, including swaps, caps and collars to manage 
its exposure to interest rate fluctuations. The aggregate 


notional principal outstanding under these contracts was 


as follows: 

2000 1999 
CAD Swaps $ 380,000 $ 500,000 
USD Swaps 15,000 15,000 
USD Collars 60,000 60,000 


The various swap contracts have fixed rates that range 
from 5.47% to 7.87% (1999 — 5.47% to 7.87%). These 
swap contracts, which mature between 2003 and 2009, 
have a weighted average term to maturity of 6.35 years 


(1999 — 7.66 years). 


The USD collars have caps that range from 6.55% to 
7.08% (1999 — 6.55% to 7.08%) and floors that range 
from 5.45% to 5.75% (1999 — 5.45% to 5.75%). These 


collars mature in 2002. 


At year end, these agreements, in aggregate, addressed 
the Company’s interest rate exposure in respect of its out- 
standing floating rate debt and asset securitization 
program in addition to a portion of the Company’s com- 
mitment under its financing arrangement in respect of a 


hog processing plant in Brandon, Manitoba (note 18(a)). 


In addition to the above-noted interest rate instruments, 
the Company also entered into a $75 million USD cross- 
currency swap in April, 2000. This contract was entered 


into to swap the currency and interest payments of the 


Company’s U.S. $75 million Series B notes payable to 

Canadian dollars (note 8). This swap locks in the Cana- 
dian equivalent of the notes and results in the Company 
paying a combined effective fixed interest rate of 7.74% 


on these notes. 


Based on market values at December 31, 2000, the 
Company would have incurred a loss of $19.4 million 
(1999 — $6.5 million) to terminate the above-noted inter- 
est rate derivative contracts. Market values were 
determined based on information received from the 


Company’s counterparties to these contracts. 


The Company’s blended average effective cost of borrow- 
ing for 2000 was 6.9% (1999 — 6.8%) after adjusting for 


all of the above-noted interest rate derivative instruments. 


10. SHAREHOLDERS’ EQUITY 


Shareholders’ equity consists of the following: 


F000. + 1999 


Share capital $ 382,957 $ 382,033 
Convertible debentures 
(note 11) 92,445 91,265 
Deficit (32,889) (19,950) 
Unrealized foreign currency 
adjustment 8,080 11,342 
$ 450,593 $ 464,690 


The authorized share capital of Maple Leaf Foods consists 
of an unlimited number of common shares and 
23,400,000 non-voting common shares of which 
22,000,000 are issued and outstanding as at December 
31, 2000 and 1999. The non-voting common shares 
carry rights identical to those of the common shares 
except that they have no voting rights other than as speci- 
fied in the Canada Business Corporations Act. Each 
non-voting common share is convertible at any time into 
one common share at the option of the holder. Holders 
of non-voting common shares have a separate class vote 
on any amendment to the articles of the Company if the 
non-voting common shares would be affected by such 
amendment in a manner which is different from the 


holders of common shares. 
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Details of share transactions during the year are as follows: 


Number of Share 
shares capital 
Balance, December 31, 1998 94,125,760 $ 371,954 
Issued for cash on exercise 
of options 293,404 2,103 
Shares issued related to Cee 
acquisitions (note 17) 571,500 7,976 
Balance, December 31, 1999 94,990,664 382,033 
Issued for cash on exercise 
of options (note 12) 216,012 1525 
Shares repurchased for 
cancellation (149,500) (601) 
Balance, December 31, 2000 95,057,176  $ 382,957 


During the year, the Company repurchased for cancella- 
tion 149,500 common shares pursuant to a normal course 
issuer bid at an average price of $8.37 per share. The 
excess of the purchase cost over the book value of the 


shares was charged to retained earnings deficit. 


11. CONVERTIBLE DEBENTURES 

On December 10, 1998, the Company completed a 
private placement of $91.3 million in convertible unse- 
cured subordinated debentures for net proceeds, after 
costs, of $90.0 million. The debentures mature on 
December 31, 2005 and bear an interest rate of 6% per 
annum. The debentures may be converted by the deben- 
ture holders into common shares of the Company at a 
conversion price of $15.00 per share (subject to adjust- 
ment upon the occurrence of certain dilutive events), any 
time prior to maturity or the day immediately preceding 
the date fixed for redemption. If all of the debentures are 
converted, 6,086,667 common shares of the Company 


would be issued. 


At its option, the Company may redeem the debentures _ 
on or after December 8, 2002 and until December 8, 


Gigendiae beginning of year 
Exercised 

Granted 

Expired 

Outstanding, end of year 


Options currently exercisable 


2004, provided that the 20-day average share price is not 
less than 125% of the conversion price. On and after 

December 8, 2004, the debentures will be redeemable at 
the Company’s option at any time at par plus any accrued 


and unpaid interest. 


The Company has the unrestricted option to satisfy 
payment on the redemption or maturity of the deben- 
tures, and its interest obligations, by issuing common 
shares of the Company. Accordingly, the convertible 
debentures have been classified as equity, including $7.3 
million of the proceeds allocated to the value of the 
debenture holders’ conversion option. Carrying charges, 
including coupon interest, on an after-tax basis, are classi- 
fied as a distribution of equity and as a prior deduction in 


calculating earnings per common share. 


12. SHARE OPTIONS 

Under the Maple Leaf Foods Share Option Plan as at 
December 31, 2000, the Company may grant options to 
its employees and employees of its subsidiaries for up to 
8,950,400 shares of common stock. Under the plan, the 
exercise price of each option equals the market price of 
the Company’s stock on the date of grant and an option’s 
maximum term is 10 years. Options are granted from 
time to time by the Board of Directors on the recommen- 
dation of the Human Resources and Compensation 
Committee. The vesting conditions are specified by the 
Board of Directors and may include continued service of 
the employee with the Company and/or other criteria 


based on a measure of the Company’s performance. 


A summary of the status of the Company’s stock option 
plans as at December 31, 2000 and 1999, and changes 


during these years is presented below: 


2000 IONS) 
Weighted Weighted 
average average 
Options exercise Options exercise 
outstanding price outstanding price 
6,805,857 $ 11.66 5,072,308 $ 11.10 
(216,012) 7.06 (293,404) 7s WA 
3,113,340 10.11 2,2955277. 12.63 
(1,117,980) 11.58 (268,324) 14.29 
8,585,205 $11.22 6,805,857 $ 11.66 
3,142,969 $ 10.89 1,942,652 $ 9.16 
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All outstanding share options vest and become exercisable 
over a period not exceeding five years (time vesting) from 
the date of grant and/or upon the achievement of speci- 
fied performance targets (based on return on net assets, 


earnings, share price or total stock return relative to an 


Options currently 


index). The options have a term of between seven to ten 
years. The number of share options outstanding at 

December 31, 2000 together with details regarding time 
and performance vesting conditions of the options are as 


follows: 


Options subject to Options subject to 


Options outstanding exercisable timing vesting only _ performance vesting 

Weighted 

average 
Weighted remaining Weighted Weighted Weighted 
average term of average average average 
Range of Number exercise options Number exercise Number exercise Number exercise 
exercise price outstanding price (in years) exercisable price outstanding price outstanding price 
$ 5.26to 8.03 1,467,503 $ 7.08 2.0 1,387,763 $ 7.08 79,740 $ 7.16 sr eae 
8.36 to 11.10 2,368,500 9.14 6.6 2,400 8.83 600 8.83 2,365,500 9.14 
11.94 013.25 3,171,511 12.31 5.3 841,415 D7 239,986 12.28: 2,090 110 12°33 
14.00 to 18.47 1,577,691 16.00 4.8 O13: 15.43 243,600 18.47 422,700 15.80 
$ 5.26to 18.47 8,585,205 $11.22 5.0 3,142,969 $10.89 563,926 $14.23 4,878,310 $ 11.08 


13. OTHER INCOME 


2000 1999 


Earnings from associated 


companies $ 2,432 $ 2,747 
Net gain on sale of businesses — 21,430 
Gain on sales of real estate 

development properties 11,678 8,870 
Gain on insurance proceeds 1,525 6,548 
Gain on sale of property 

and equipment 1,228 292 
Gain on sale of short-term 

investments 16,828 — 
Other 913 (373) 

$ 34,604 $ 39,514 


14. INTEREST EXPENSE 


2000 Loo 


Interest expense on 


long-term debt $ 53,857 $ 40,614 
Net interest expense on 
short-term debt and 
accounts receivables 
__ securitization (note 4) DIES 3,354 
$ 63,656 $ 43,968 


During the year, $0.2 million (1999 — $0.8 million) of 


interest was capitalized to property and equipment. 


15. INCOME TAXES 
Income tax expense varies from the amount that would 
be computed by applying the combined federal and 


provincial statutory income tax rate as a result of the 


following: 
2000 1999 
Expected income tax expense 
based on statutory 
income tax rate of 44.9% 
(1999 — 44.2%) $ 27,453 $ 58,162 
Increase (reduction) in income 
taxes resulting from: 
Adjustment to net future 
tax liabilities for changes 
in tax laws and rates (5,004) _— 
Manufacturing and 
processing credit (2,643) (6,704) 
Non-taxable gains (2,427) (2,705) 
Fair value increments — 557 
Non-deductible goodwill 2,515 2,560 
Equity in earnings of 
associated companies (3,243) (1,065) 
Large Corporations Tax 1,047 985 
Differences in book and 
tax basis = (6,363) 
Other 1,612 937 
$ 19,310 $ 46,364 
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The tax effects of temporary differences that give rise to 
significant portions of the future tax assets and future tax 


liabilities at December 31, 2000 are presented below: 


Future tax assets: 


Non-capital loss carryforwards $ 98,068 
Accrued liabilities 10,948 
Deferred interest deductions 6,373 
Other 3,748 

$ 119,137 

Future tax liabilities: 

Property and equipment $ 80,043 
Cash basis farming 6,595 


Investments in affiliated companies — 


undistributed income of affiliated companies 9,095 
Net pension asset 43,129 
Other 8,027 
$ 146,889 
Classified in the consolidated financial statements as: 
Future tax asset non-current $ 13,945 
Future tax liability current (included in 
income and other taxes payable) (1,008) 
Future tax liability non-current (40,689) 
Net future tax liability $ (27,752) 


16. PENSIONS AND OTHER POST-RETIREMENT BENEFITS 
Information about the Company’s defined benefit plans 


as at December 31, 2000, in aggregate, is as follows: 


Accrued benefit obligation: 


Balance, beginning of year $ 610,410 
Current service cost 7,238 
Interest cost 44,755 
Benefits paid (58,431) 
Actuarial gains 29997, 
__Employee contribution 4,420 
Balance, end of year $ 638,389 
Plan assets: 
Fair value, beginning of year $ 1,016,383 
Actual return on plan assets 111,896 
Employer contributions 1,351 
Employees’ contributions 4,420 
Benefits paid (58,431) 
Fair value, end of year $ 1,075,619 
Funded status — plan surplus $ 437,230 
Unamortized transition amount (289,739) 
Unamortized net actuarial gain (2,387) 
Valuation allowance (22,072) 
Accrued benefit asset $ 123,032 


The significant actuarial weighted average assumptions 
adopted in measuring the Company’s accrued benefit 


obligations are as follows: 


Discount rate 7.0% 
Expected long-term rate of return on plan assets 8.0% 
Rate of compensation increase 4.5% 
SS SS ec a 


The Company’s net benefit plan income for the year 


ended December 31, 2000 is as follows: 


Current service cost $7,238 
Interest cost 44,755 
Expected return on plan assets C793513)) 
Amortization of transitional obligation (5,183) 
Valuation allowance provided against accrued 

benefit asset 22,072 


Curtailment gains — 


Net benefit plan income $ (10,631) 


17. ACQUISITIONS AND DIVESTITURES 

2000 

In May 2000, the Company purchased all the outstanding 
shares of Hub Meat Packers Ltd. and Larsen Packers 
Limited for cash consideration. This acquisition included 
two beef and pork processing plants located in Moncton, 


New Brunswick and Berwick, Nova Scotia. 


In May 2000, the Company purchased the net assets of 
Precision Feeds Ltd., a feed mill located in Winnipeg, 


Manitoba. 


In August 2000, the Company purchased the net assets of 
Western Animal Nutrition Inc., a feed mill located in 
Abbotsford, British Columbia. 


1999 

In January 1999, the Company purchased all the shares 
of Harold Schiltz Inc., a feed mill located in Buffalo, New 
York. 


In May 1999, the Company sold Country Style Foods 
Services Inc., its Franchising Operations. A gain of $9.7 


million was realized on this transaction. 
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In August 1999, the Company purchased the net assets of 
Multi-Mar Pet Products, a pet food distributor in Ontario 
and Quebec. 


In October 1999, the Company purchased all the out- 
standing shares of The Landmark Group Inc., which 
comprises Landmark Feeds Inc., a leading manufacturer 
and provider of feed for all species of livestock, and Elite 
Swine Inc., a hog marketing, feed and genetics provider 
to pork producers in western Canada. The consideration 
for the acquisition included cash, notes payable and 
issuance by the Company of 571,500 common shares 


(note 10). 


In November 1999, the Company sold the assets of its 
61.5% ownership in Canbrands International Ltd. A gain 


of $18.7 million was realized on this transaction. 


Details of net assets acquired in 2000 and 1999 are as 


follows: 
2000 EDO) 
Bank indebtedness $ (6,187) $ (9,897) 
Net working capital 23,774 11,761 
Other receivables 3,168 —_ 
Fixed assets 28,259 33,978 
Investments 261 19,494 
Goodwill 23,561 79,820 
Long-term debt (15,669) (16,916) 
Deferred income taxes — (2,752) 
Future income taxes (1,871) —_— 
Minority interest — (398) 
$ 55,296 $ 115,090 


Included in the acquisition cost are accruals of $9.2 
million (1999 — $8.1 million) in respect of restructuring 


and other related costs. 


18. CONTINGENCIES AND COMMITMENTS 

(a) In October 1999, the Company entered into a syn- 
thetic lease to finance $130 million of the cost of 
construction of the new hog processing facility in 
Brandon, Manitoba. Under the agreement structured 
with a conditional sales arrangement, the Company has 


the option to purchase the facility at the end of the seven- 


year term or to put the facility back to the seller. The 
obligations under this arrangement have been accounted 


for as an operating lease (note 18(d)). 


(b) The Company has been named as defendant in several 
legal actions and is subject to various risks and contingen- 
cies arising in the normal course of business. Management 
is of the opinion that the outcome of these uncertainties 
will not have a material adverse effect on the Company’s 


financial position. 


(c) In the normal course of business, the Company enters 
into sales commitments with various customers, and pur- 
chase commitments with various suppliers. These 
commitments are for varying terms, and can provide for 
fixed or variable prices. The Company believes these con- 
tracts serve to reduce risk, and it is not anticipated that 


losses will be incurred on these contracts. 


(d) The Company has operating lease commitments in 
respect of property and equipment used in operations 


which require minimum annual payments as follows: 


2001 $ 33,763 
2002 30,357 
2003 35,519 
2004 29237, 
2005 25,376 
Thereafter PING? 

$ 176,424 


19. SEGMENTED FINANCIAL INFORMATION 

The Company’s operations are classified into the follow- 
ing three primary business segments, which have been 
used for the operating segment disclosures for all years 


presented: 


(i) Meat Products Group includes the Company’s meat 
and meat-related businesses, comprising the fresh pork, 
prepared meats, poultry and international food trading 


operations. 


(ii) Bakery Products Group includes the Company’s 68% 
interest in Canada Bread and its wholly-owned U.S. 


bakery operations. 
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(iii) Agribusiness Group includes the Shur-Gain and 
Landmark feed and pet food businesses, Elite Swine Inc., 
and the Rothsay rendering business and poultry growing 


and hatching operations. 


L999 


(In millions of Canadian dollars) 


Sales to customers 


Meat Products Group $ 2,446.6 $ 2,134.2 
Bakery Products Group 650.9 675.9 
Agribusiness Group 845.8 719.6 
$ 3,943.3 $3029.72 
Earnings (loss) from operations, 
before unusual items 
Meat Products Group $ (11.2) Gs 
Bakery Products Group 20.4 OY. 
Agribusiness Group ©) 80.9 70.7 
$ 90.1 $146.9 
Capital expenditures 
Meat Products Group $ 74.4 Cielo | 
Bakery Products Group 14.6 34.9 
Agribusiness Group 19.6 21.8 
$ 108.6 $ 121.8 
Depreciation and amortization 
Meat Products Group $ 37.7 $26.7 
Bakery Products Group 31.6 30.1 
Agribusiness Group 17.2 14.5 


$ 86.5 $ Hae) 


Total assets 


Meat Products Group $ 759.2 $516.1 
Bakery Products Group 483.6 482.3 
Agribusiness Group 378.0 441.7 
Non-allocated assets 163.1 170.6 

$ 1,783.9 $ 1,610.7 


(i) The Agribusiness Group operating earnings include 
the Company’s share of after-tax earnings from equity 
accounted hog investments in the amount of $5.0 million 
and $0.4 million for the year ended December 31, 2000 
and 1999, respectively. 


Export sales in the year ended December 31, 2000 were 
approximately $973 million (1999 — $697 million). 


20. SUBSEQUENT EVENTS 

On January 12, 2001, the Company entered into an 
agreement with Schneider Corporation to purchase its 
two fresh pork operations in Manitoba. The purchase 
price of $44 million relates to acquiring fixed assets 
and working capital and is subject to adjustment 


on closing. The transaction closed in early March 2001. 


On January 22, 2001, Canada Bread reached an agree- 
ment to increase its ownership in Multi-Marques Inc. 
from 25% to 100% by acquiring the remaining outstand- 
ing shares from the other shareholders. The purchase will 
represent a net investment of approximately $125 million 
and will be financed with new long-term debt of-Canada 
Bread. Finalization of the transaction is dependent on 


clearance of the transaction under the Competition Act. 
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The Board of Directors, management and the two largest 
shareholders of the Company believe strongly in the 
importance of good corporate governance as a mechanism 
for ensuring that the affairs of the Company are con- 
ducted to the best advantage of all its shareholders with 
due regard to other stakeholders’ interests. Accordingly, 
the Board has adopted a policy of conforming to best 
practices and to observe to the greatest extent practicable, 
the guidelines adopted in December 1994 by the Toronto 
Stock Exchange Committee on Corporate Governance 
(the “TSE Guidelines”). A more complete description of 
the Company’s approach to Corporate Governance is 


contained in the Company’s Management Proxy Circular. 


COMPLIANCE WITH THE TSE GUIDELINES 

The Company meets all but one of the TSE Guidelines. 
Responsibility for nominations to the Board are subject 

to an agreement entered into on April 24, 1995 between 
the Company’s two largest shareholders whereby the 
Board shall comprise five nominees of McCain Capital 
Corporation (“MCC”), three nominees of Ontario Teach- 
ers’ Pension Plan Board (“OTPPB”) and five independent 
directors. The composition of the Board has not changed 


since the agreement expired on April 24, 2000. 


GOVERNANCE 


COMPOSITION OF THE BOARD OF DIRECTORS 

The Board consists of twelve members. The Board is of 
the view that as at the fiscal year end at least seven of the 
twelve directors are independent in that they do not have 
interests in or relationships with either the Company or 
its significant shareholders, MCC and OTPPB. The Board 
has also concluded that nine directors are “unrelated” as 
the term is used in the TSE Guidelines. 


In 2000, the Board appointed Mr. Purdy Crawford to the 
newly-established position of Lead Director to act as 


Chairman of the im camera meetings of the directors. 


A more comprehensive analysis of corporate governance 
matters is included in the Management Proxy Circular for 
the April 27, 2001 Annual Shareholders’ Meeting. 


COMMITTEES OF THE BOARD OF DIRECTORS 
Audit Committee 

RW. Hiller, Chairman 

J.-C. Delorme 

D.E. Loadman 

J.E. Newall 


" G. Ritchie 


Corporate Governance Committee 
P. Crawford, Chairman 

J.-C. Delorme 

J.B. Hankinson 

G.W.F. McCain 

RT. Stewart 


Environment, Health and Safety Committee 
RT. Stewart, Chairman . 

J. Gandz 

R.W. Hiller 

D.E. Loadman 


Human Resources and Compensation Committee 
J.E. Newall, Chairman 

P. Crawford 

J. Gandz 

J.F. Hankinson 

G. Ritchie 


MAPLE LEAF FOODS INC. 


Purpy CRAWFORD O.C. 

Counsel, Osler, Hoskin @ Harcourt 

(Law firm) 

Chairman, AT@T Canada Corp. ~ 

Mr. Crawford is also a director of a 
number of Canadian companies including 
Canadian National Railway Inc. and 
Petro-Canada. Until 1995, Mr. Crawford 
was Chairman, President and Chief Exec- 
utive Officer of Imasco Limited and 
Chairman of CT Financial Services, Inc. 
From 1995 to February 2000, he was 
non-executive Chairman of Imasco 
Limited and Canada Trust. 


JEAN-CLAUDE DELORME O.C., O.N.Q. 
Corporate Director and Consultant 

Mr. Delorme serves on the boards of 
directors of a number of Canadian and 
international companies including Stan- 
dard Life Group, Scotland, U.K. He was 
Chairman of the Board and Chief Execu- 
tive Officer of the Caisse de dépdt et 
placement du Québec until 1995. 

Mr. Delorme has also served as President 
and Chief Executive Officer of Teleglobe 
Canada and was Secretary and General 
Counsel to Expo 67. 


JEFFREY GANDZ 

Professor, Richard Ivey School of Business, 
The University of Western Ontario 

Dr. Gandz has been a consultant for 
many Canadian corporations and govern- 
ment departments, and has authored 
several books, articles and government 
reports on a variety of subjects including 
leadership, management and organiza- 
tional effectiveness. 


JAMES F. HANKINSON 

President and Chief Executive Officer, 
New Brunswick Power Corporation 
(Electric power utility) 

Mr. Hankinson is a director of several 
Canadian companies including New 
Brunswick Power Corporation and 
C.A.E. Inc. He was President and Chief 
Operating Officer of Canadian Pacific 
Limited until 1995. 
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ROBERT W. HILLER 

Corporate Director 

Mr. Hiller has served as a director and 
senior officer of a number of large multi- 
national food companies in the United 
States and in Canada. Until 1991, he 
was Senior Vice-President and Chief 
Financial Officer of the Campbell Soup 
Company Limited. 


DONALD E. LOADMAN 
Corporate Director and 
Business Consultant ’ 

Mr. Loadman’s career includes service in 
Canada and the United States with three 
multi-national food and packaged goods 
companies. Mr. Loadman has served as 
Chairman of the Board of Pillsbury Inter- 
national and of Ault Foods Limited. Mr. 
Loadman resides in California. 


G. WALLACE F. McCain O.C. 
Chairman, Maple Leaf Foods Inc. 

Mr. McCain was appointed Chairman 
following the acquisition of the Company 
in April 1995. Mr. McCain co-founded 
McCain Foods Limited in 1956 which 
has grown to become one of the largest 
frozen food companies in the world. 

Mr. McCain was President and Co-Chief 
Executive Officer of McCain Foods 
Limited until 1994 and is currently its 
Vice-Chairman. 


J. Scott McCain 

President and Chief Operating Officer, 
Agribusiness Group, Maple Leaf Foods Inc. 
Before joining Maple Leaf Foods Inc. in 
April 1995, Mr. McCain was Vice-Presi- 
dent for Production of McCain Foods 
Limited in Canada, a company he joined 
in 1978. Mr. Scott McCain is a director 
of McCain Foods Group Inc. and a 
member of the Board of Regents 

of Mount Allison University. 


MicHAEL H. McCAIN 

President and Chief Executive Officer, 
Maple Leaf Foods Inc. 

Mr. McCain joined Maple Leaf Foods 
Inc. in April 1995, after 16 years with 
McCain Foods Limited in Canada and 
the United States. Prior to leaving in 
March 1995 and becoming the President 
of Maple Leaf Foods Inc., he was the 
President and Chief Executive Officer of 
McCain Foods USA Inc. Mr. McCain is a 
member of the Board of Trustees of The 
Hospital for Sick Children in Toronto. 


J. E>warD NEWALL O.C. 

Chairman of the Board, 

NOVA Chemicals Corporation 
(Petrochemicals) 

In 1998 Mr. Newall retired as Vice- 
Chairman and Chief Executive Officer of 
NOVA Corporation. Mr. Newall is also a 
director of a number of Canadian com- 
panies including BCE Inc. and Canadian 
Pacific Limited and is the Chair of the 
Board of Governors of the University of 
Calgary. 


GORDON RITCHIE 

Chairman of Public Affairs, Hill & 
Knowlton Canada (Government and 
public relations company) 

Mr. Ritchie has served on the boards of 
a number of leading Canadian companies. 
He is also Chief Executive of Strategico 
Inc., a business consultancy he founded 
in 1988 following 22 years of distin- 
guished public service with the 
Government of Canada. As Ambassador 
for Trade Negotiations, Mr. Ritchie was 
one of the principle architects of the 
Canada/United States Free Trade Agree- 
ment. He is the Chair of the University 
of Ottawa Heart Institute. 


ROBERT T. STEWART 

Corporate Director 

Mr. Stewart is a director of a number of 
companies including B.C. Gas Inc. and 
Royal Bank of Canada. Mr. Stewart had 
a 40-year career with Scott Paper 
Limited, retiring in 1995 as Chairman 
and Chief Executive Officer. 
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SENIOR MANAGEMENT AND OFFICERS 


CORPORATE COUNCIL 
G. Wallace F. McCain 
Chairman 


Michael H. McCain 
President and 

Chief Executive Officer 

and Chief Operating Officer, 
Meat Products Group 


Richard A. Lan 
President and 

Chief Operating Officer, 
Bakery Products Group 


J. Scott McCain 
President and 

Chief Operating Officer, 
Agribusiness Group 


Thomas P. Muir 
Chief Financial Officer 


Michael E. Detlefsen 
Executive Vice-President, 
Vertical Coordination 


Michael H. Vels 


Executive Vice-President, Finance 


Rocco Cappuccitti 
Vice-President and Corporate Secretary 


Wayne Johnson 


Vice-President, Human Resources 


EXECUTIVE COUNCIL 

(Includes Members of the Corporate 
Council and Senior Operating 
Management as follows) 


Ronald J. Arnason 
President, Landmark Feeds Inc. 


Henry G. Beben 
President, 
Maple Leaf Developments 


M. Edward Bilyea 
President, 
Maple Leaf Foods International 


Roger M. Dickhout 
President, 
Canada Bread Company, Limited 


Brock J. Furlong 
President, Maple Leaf Poultry 


Kevin P. Golding 
President, Rothsay 


F. Dickson Gould 
President, Elite Swine Inc. 


Patrick F. Jones 
Vice-President 


Bruce Miyashita 
Vice-President, Six Sigma 


Randy Powell 
President, Maple Leaf Pork 


Peter C. Smith 
Vice-President, Corporate Engineering 


George A. Szewchuk 
Vice-President, Purchasing 


Jerry Vergeer 
President, Shur-Gain 


Richard Young 
President, Maple Leaf Consumer Foods 


OTHER CORPORATE OFFICERS 
J. Nicholas Boland 
Vice-President and Corporate Controller 


Natalie Marche 
Vice-President ana Treasurer 


Judith A. Robinson 
Assistant Corporate Secretary 
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CAPITAL STOCK 

The Company’s authorized capital 
consists of an unlimited number of voting 
and 23,400,000 non-voting common _ 
shares. At December 31, 2000, 
73,057,176 voting shares and 
22,000,000 non-voting shares were 
issued and outstanding, for a total of 
95,057,176 outstanding shares. There 
were 1,261 shareholders of record of 
which 1,217 were registered in Canada, 
holding 99.4% of the issued voting shares. 


All of the issued non-voting shares are 
held by Ontario Teachers’ Pension Plan 
Board. These non-voting shares may be 
converted into voting shares at any time. 


OWNERSHIP 

The Company’s major shareholders are 
McCain Capital Corporation holding 
31,509,146 shares representing 33.2% 
of the total issued and outstanding shares 
issued and Ontario Teachers’ Pension 
Plan Board holding 15,874,003 voting 
shares and 22,000,000 non-voting shares 
representing 39.9% of the total issued 
and outstanding shares. The remainder 
of the issued and outstanding shares are 
publicly held. ' 


CORPORATE OFFICE 
Maple Leaf Foods Inc. 
30 St. Clair Avenue West 
Suite 1500 

Toronto, Ontario 
Canada M4V 3A2 

Tel: (416) 926-2000 
Fax: (416) 926-2018 


ANNUAL MEETING 

The annual meeting of shareholders of 
Maple Leaf Foods Inc. will be held on 
Friday, April 27, 2001 at 11:00 a.m. at 
the Glenn Gould Studio, Canadian 
Broadcasting Centre, 250 Front Street, 
West, Toronto, Ontario. 


DIVIDENDS 

The declaration and payment of quarterly 
dividends are made at the discretion of 
the Board of Directors. Anticipated 
payment dates in 2001: March 30, June 
29, September 28 and December 31. 
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SHAREHOLDER INQUIRIES 

Inquiries regarding dividends, change of 
address, transfer requirements or lost 
certificates should be directed to the 
Company’s transfer agent: 
Computershare Trust Company 

of Canada 

100 University Avenue 

Toronto, Ontario M5J 2Y1 

Tel: (416) 263-9701 

or 1-800-663-9097 


COMPANY INFORMATION 
For public and media inquiries, 
please call (416) 926-2000 or visit 


our website www.mapleleaf.ca. 


For investment analyst inquiries, please 
contact our Chief Financial Officer at 
(416) 926-2000. 


For copies of annual and quarterly 
reports, annual information form and 


other disclosure documents, please 


contact our Vice-President and Corporate 


Secretary at (416) 926-2000. 


‘TRANSFER AGENT AND REGISTRAR 
Computershare Trust Company 

of Canada 

100 University Avenue 

Toronto, Ontario M5J 2Y1 

Tel: (416) 263-9701 

or 1-800-663-9097 


AUDITORS 
KPMG LLP 
Toronto, Ontario 


STOCK EXCHANGE LISTING AND 
STOCK SYMBOL 
The Company’s voting common 


shares are listed on The Toronto Stock 


Exchange and trade under the 
symbol “MFI”. 


Rapport ANNUEL 

Si vous désirez recevoir un exemplaire de 
la version frangaise de ce rapport, veuillez 
écrire a l’adresse suivante; Secrétaire de 
la société, Les Aliments Maple Leaf Inc., 
30 St. Clair Avenue West, Toronto, 
Ontario M4V 3A2 
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